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LEADING AMERICAN INDUSTRIES 


offer their employees the Payroll Savings Plan for U.S. Savings Bonds 


These are but a few of the leading firms which support the Savings 
Bonds program with more payroll savers than ever before in peacetime. 
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CUMULATIVE PREFERRED STOCK: 
4.08% SERIES 
Dividend No. 42 
25' ents per share; 





4.24% SERIES 

Dividend No. 19 

26 ents per share; | 
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K. J. Revnolds 
Tobacco Company 


Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 


Prince Albert, George Washington 
Carter Hall 
smoking tobacco 


QUARTERLY DIVIDEND 


A quarterly dividend of 65c 
per share has been declared 
on the Common Stock of the 
Company, payable September 
5, 1960 to stockholders of rec 
ord at the close of business 
August 15, 1960 


WILLIAM R. LYBROOK 


Secretary 
Winston-Salem, N. 
July 14, 1960 
Sixty Consecutive Years of 


Cash Dividend Payments 
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The Trend of Events 


WE ARE STEPPING ON RUSSIA’S TOES — AND AFTER 
SELLOWING IN PAIN KHRUSHCHEV BACKS AWAY... 
Vhen I was a child I was taught that a lie has short 
‘gs and is therefore easily caught up with. That 
s exactly what is happening to the representative 
if the Russian people, Nikita Khruschev, who has 
old one whopper after another in his hysterical and 
elf-righteous charges to the world that the Big Bad 
Bully, Uncle Sam, is always picking on him. 

For the first time, we are fighting back hard and 
the Russians are trying to parry the blows and 
finding it difficult to do so since their trumped-up 
accusations have been proven false — and their cam- 
paign of vilification is falling apart and boomerang- 
ing against them, in recognition of the patience and 
tolerance the United States has shown in the interest 
of World peace, despite Russia’s insufferable prov- 
ocations. 

Where formerly espionage was taken for granted, 
Russia, after the U-2 incident, opened the gates 
wide to intensive scrutiny of 








us apart, as Russia had intended, Britain and the 
United States are moving closer together than they 
have been in a long time. 

Imagine — cheers for Macmillan in the House of 
Commons, when he declared that Britain would 
stand by the United States against Russia in the 
shooting down of the RB-47, which he said, “con- 
trary to Russian claims, was actually some 30 miles 
from Russian territory when attacked by the Soviets 
over international waters!” 

Note the ridicule, too, that followed the Soviet’s 
belligerent propaganda demand that the twenty “ag- 
gressive’ American soldiers, helping to evacuate 
missionaries from the Congo, be ordered to leave at 
once. How foolish can you get? 

There was a Soviet setback also in Premier Lu- 
mumba’s latest statement “that the Congo no longer 
needs Soviet military aid,” which he was hysterica!- 
lv demanding only the day before. And the change in 
the direction of the wind was clearly shown in his 

abrupt shift in mood, when 





what was going on, and more 
and more of her spying activi- 
ties against various nations 
are coming to light. The most 
recent complaint comes from 
Britain, where officials de- 
clare trawlers and submarines 
in British coastal waters are 
being used in electronic es- 
pionage of British defenses. 
Therefore, instead of driving 


investors and 


tomorrow’s 
regular feature. 





We call the attention to the 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
businessmen. 
abreast of the forces that may shape 
markets, 


he offered the hand of friend- 
ship to Belgium, and acknow- 
ledged the credit due them for 
developing and building his 
own country into a modern 
state. 

And the Russians did not 
fare any better at the UN, 
when the matter of Cuba was 
referred to the OAS over the 
violent protests of Mr.Sobolev. 


reader to 
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don’t miss this 
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Neither did they accomplish their purpose regard- neutral states. adequate 
ing the Congo, where the prompt action by Secretary The situation now appears to be in the showdown | more 0 
General Dag Hammarskjold, working with Mr. stage —for it is clear from what has taken place If the 

talph J. Bunche stationed in the Congo, prevented that Russia had laid careful plans to take over in | Federal 
a Communist take-over. And although Russia had Africa, where strife for law and order between the | ereas 

at first insisted on acting independently, at the so- new states and the traditional power of tribal chief- | ghout t 
called invitation of Premier Lumumba, she changed tains, could readily be pushed toward chaos by Ru;- Soci: ‘is! 
her tune when her bluff to send troops was called — ___;'a’s adroit Machiavellian hand. Mar«'i 2 
for, as everyone knows, Russia is in no position to In this hemisphere, her attempt to establish he - enin’ 0 
carry out such a threat, since her planes would have self through bases in Cuba has disconcerted t! e the ‘en 
to fly over Western territory and the risk of being Latin American countries, to say the least. Hir bece 2e 
shot down was ever present. partner, Red China, through the sugar contract ar | lect ist 

At long last we are acting to block the subversion barter deals on various products and commoditic A stu 
and infiltration Russia counts on to destroy the _ is striving to develop Cuba into a Communist stron; - tior th 

sovereignty of the countries Communism has mark- hold by offering arms to Castro in exchange f« del d 
ed for conquest and enslavement. bases. trai ced 
The Soviet Union never intended to fight a hot The U.S.A has made it clear that we will n — ea 
war with the United States, except as a last resort. tolerate a Communist intrusion in this hemispher eve “Ol 
She expected to win with the familiar technique of And Moscow is certain to hesitate, because thing tC I 
offering a cynical grab-bag of Utopian promises to are not going according to plan. co 
the hopeless masses of the world and through Has our bristling reaction thrown a monke ol y 
distortion of Western aims overturn governments wrench into her disruptive machinery? Or does he S 
by promoting revolt among young students and un- compliance at the moment mean that she is follow ter "1S | 
sophisticated civilians; and as a final weapon, use ing her prescribed technique of conquest — that o so “rel 
economic warlare to gain her ends, regardless of taking one step backward when advisable for ever) Ne mn 
who was hit and how many geople were sacrificed two steps forward? peewee 
to the world ambition of the Soviet rulers. Russian The sound course to follow, therefore, would be t cots V 
tactics now stand exposed — they are finding it hard push our advantage regardless of any conciliator) of th 
to parry the blows and the pressure upon them gestures made by the Soviet Union—for she can wl ich 
from the Free West and even from the formerly not be trusted. ~esnet 
( et 
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DEMOCRATIC PLATFORM TURNS AWAY FROM JEFFERSONIAN DEMOCRACY curt 
TO COLLECTIVIST SOCIALISM ja 
Co 
ASTING about for a thumbnail description of — sky,” or “womb-to-tomb” security for all the peoples is q 
the Democratic platform adopted at the Party’s of the world, or “welfare state.” All three would be 
Los Angeles convention, one thinks of “pie-in-the- applicable — singly or together — but entirely in- int 
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adequate. “Tyrannical Socialism” would be far 


more correct. 
If the reckless promises of more for all from the 


Federal Treasury, without back-breaking tax in- 
creas are enacted into law we will have taken 
about the final step down the road to complete 


a road we have been traveling since 





Soc sm 
Mar |: 20, 1933, although there has been some slack- 
enin’ of the pace in the past seven years. But, if 
the ‘emocratic platform is carried out, we will have 
bec ce the almost complete and tyrannical col- 
lect’ ist state. 

A study of the platform is shocking in its revela- 
tior that presumably intelligent delegates have 
del d themselves into believing that a big, cen- 


tra’ ed government can dispense — practically free 
— ealth, happiness, prosperity and security to 
evo ‘one by the miracle of political hocus-pocus. 
Ro The Democratic platform would be the most 
co in all the history 
of y nation. 

ie costs would be in 
te. ns of self-government; 
so -reignty of the states; 
na onal unity and, of 
co vse, money. Other 
co's would be the erosion 
of the principles upon 
w! ich our expanding, dy- 
na nice system of free en- 
te: prise depends. Another 
bi'ter portion of the price 
tay would be the complete 
breakdown of limited 
constitutional government, 
wiile the greatest cost of 
ali would be the loss of 
individual freedoms 
which stem directly from 
the Deity. 

It is tragic to contem- 
plate that a political party 
which for more than a 
century adhered to the 
principles of Thomas Jef- 
ferson and even today 
calls itself the Party of 








is unlimited government, Nobody is qualified to 
wield unlimited power. 

“And what is the main activity of the liberals 
and salvationists in our Party who tell us they 
bring to us a new, shining, mass-action Democracy 
that would free us from the misconceptions of the 
past? It is the ever-enlarging big-government con- 
trol, which always corrupts and always dehu- 
manizes.”’ 

The platform’s shocking declaration 
by the majority — for a program of socialization 
teaches some stern lessons; among them: 

& Freedom is not subject to division; it exists as 
a whole, or not at all. Even now the South finds 
itself virtually helpless to assert freedom for the 
individual, property rights, and States’ sovereignty, 
while great segments of Agriculture find their crop 
plantings and prices regulated by the central gov- 
ernment in Washington. 


accepted 


& Both the South and 
Agriculture, to their own 
detriment, have accepted 


too much “free money” 
from the Federal Treas- 
ury. They now have to 


“ 


go along” with what the 
planners lay down lest the 
flow of narcotizing sub- 
sidies be shut off. 


& Gradualism, wil y 
ruse of the Fabians of 
England half a century 
ago, can win with clever 
words, appeals to selfish 
motives of the individual, 
and reckless use of false 
promises. And the Demo- 
cratic platform closely fol- 
lows the tactics of the 
Fabians. What Fabian 
tactics have done for the 
near-wreckage of the Eng- 
lish economy is too well 
known to justify recount- 
ing here. 


> Existing political 








Jefferson should em- 
brace policies and princi- 
ples contra to all that the 
Sage of Monticello fought 
for. 

The Socialistic planners 

and in that category 
you can place Americans for Democratic Action and 
the labor organizations — have compounded a pro- 
gram that is completely revolting (defense measures 
excepted) to sincere Americans who cling to th« 
belief that we must live as free men if we are to 
survive in a world, nearly half of which daily wars 
upon our ideas of freedom and dignity of the in- 
dividual. 

There is a ray of hope that reasonable checks and 
curbs will be placed upon this almost total socializa- 
tion of the Nation. The hope stems, belatedly, from 
comment found in the minority report, from which 
is quoted: 

“The big evil of our confused day not only here 
in the United States but in countries the world over 
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Complete Text of the Democratic Platform 


parties can be the most 
effective instruments for 
legal socialization of a na- 


@ 1900, Mew York Herald Tribune Ina 


tion is a Socialist tenet 
this Democratic plat- 
form closely follows that 
tenet. 
> A few zealots knowing where they want 
to go, and how they wish to get there can 


dominate and contro] a populace of over 170 mil- 
lion which all too naively believes “it cannot happen 
here !”’ 

It is to be hoped that the Republican Party 
which itself has no small number of devotees to a 
centralized all-powerful government will present 
a clear choice between a platform of socialism or 
one embracing the Jeffersonian concept that free 
men living in a free society constitutes our greatest 
national strength — both here and abroad. 

In conclusion, the need for effective political action 
to preserve our liberties and economic strength is 
great, and the hour is late! END 
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Rocket Rattling, Profit Margins & Stocks 


Reasons for maintaining a cautious policy becoming increasingly clear as squeeze on earning 
power undermines confidence in appreciation potential of seasoned equities. Unsettling in- 
fluence of deterioration in foreign affairs depresses sentiment in spite of fact that it comes as 
no great surprise. Approach of a season that often has proved ominous exerts a restraining 
influence on investment managers. Disturbing technical action intensifies need for guarding 


against resumption of decline. 
By A. T. 


Cc onvincing reasons for adherence to cau- 
tious views expressed for some time in these pages 
have become increasingly clear. Virtual cancellation 
of last month’s “summer advance” in the precipitate 
decline over the last two weeks, scarcely could be 
deemed a surprise, 

The best that could be said for last week’s de- 
sultory trading, and the only bright spot in the 
picture, was the absence of any emotional liquida- 
tion threatening a collapse of values. For the most 
part, prices drifted lower of their own weight, re- 
flecting lack of demand from institutional investors 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR...CONSTANTLY SHIFTING SUPPLY & DEMAND 


PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 
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rather than a rush to get out of equities by fri; ht- 
ened traders. Motives for the price deterioration <ar 
be found in the relentless spreading of internativ nal 
unrest and growing suspicion of unreasonably ¢ en- 
erous appraisals of current earning power and ut- 
look. 

These twin threats to confidence in financial mar- 
kets have been stressed here repeatedly as dan.rer 
signals. Doubts over near term prospects have been 
intensified lately by Soviet threats of rocket attacks 
on this country if the United States undertakes to 
invade Cuba, as well as by some surprisingly cis- 

appointing midyear earnings  state- 
ments, revealing a disturbing contriac- 
tion in profit margins at a time when 
the Federal Reserve Board index of :n- 
dustrial production has been holding 
virtually at an all-time high. This dis- 
parity dramatically supports the argu- 
ment that excessive productive capacity, 
rising labor costs and competitive pric- 
ing of output have imposed a disastrous 
squeeze on profit margins. 

Although the rocket rattling gestures 
of the Kremlin have come as no greit 
surprise —as most observers had ex- 
pected Khrushchev to take advantage of 
this country’s preoccupation with a 
presidential election campaign — the 
adverse statistical message found in in- 
terim earnings statements seemed to 
have come as a shock to board rooms, 
where bold traders had become imbued 
with the theory that growth elements 
in the economy would sustain sales as 
well as earnings and that consistent im- 
provement in profits from year to yea) 
justified price-earnings appraisals of 40 
to 60 times. 

Judged by recent figures, the slum} 
in the steel industry’s operating rate t 
the lowest level (except in strikes) ir 
many years imposed a drain on earning 
power. Unless activity improves con- 
siderably in the next month, the Sep- 
tember quarter will prove almost as 
poor as the second period. Detailed fig- 
ures on steel industry results coming to 
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light this week, are likely 
to increase concern over TREND INDICATORS 
profit margins. This view YEARLY RANGE ven-s080 
finds support in the state- ee. a 
ment issued by Allegheny al Socks $T0GKS COMPOSITE 
Ludlum last week disclos- = ae aa 
ing the ser ious conse- a 68s 
quences of inventory reduc- THE MAGAZINE OF WALL STREET Lars 
tion on the part of its 6 (Scale lett) 665 
customers. Sales dropped — 7 6ss 
17 »er cent in the first six = es 
months, but the June ct | . 635 
querter’s decline was al- Hee] iti Bhs 625 
mo-! 40 per cent. Thus net ater tt th Waal” 61s 
pro’ t fell 57 per cent in the HH} ih 60s 
firs half, but in the second DOW JONES INDUSTRIALS 595 
qu: ter earnings slumped 170 (Scale right) 
to only 19 cents a share pp po) 
fri $2.02 a year earlier, _ SS Seen 
or ibout 92 per cent. ssp a 
imittedly this example vob. | | 
hadly is typical of all sh | ry] Ce oe es vor 
in ustry, but it suggests “a 1 Wy! " hy a a ¢ | hth wy, a 
th extent of swings in a al Dow JONES RAILROADS aF 
cy lical group. Moreover, it | }_j | (Scale lett) 
ill strates what is taking | 1 itt tas spaytlihdae api " 
place in other areas where spit atte SOW JONES UTILITIES ; 
increasing volume failed to ait ___ (Seale right) 
produce higher income. VOLUME N.Y. STOCK EXCHANGE- MILLIONS OF SHARES ; 
Thus E. I. du Pont report- by aa mer I RRPTRATORATT i 
ed slightly lower earnings 1 Tt he 
in the June quarter in face et j ate qe 
of a 5 per cent sales rise, _ Aen Moy we iy | 
while for the first six 
months, net income (includ- 
ing dividends from General 
Motors) fell some 7 per 
cent while sales were gaining 3 per cent. Union a slip *twixt cup and lip.” Not even the cold, impar- 


Carbide showed a decline in earnings in the first 
half of 11 per cent on a drop in sales of only 1.5 per 
cent. 

Among numerous blue chip industrials, typifying 
those comprising averages, the profit squeeze was 
just as evident. General Electric, Johns-Manville, 
Kennecott, Radio Corporation and others felt the 
pinch of rising costs and an inability to pass the ex- 
tra impost along. 

Scare Headlines — Sentiment has been unfavor- 
ably affected by worsening of international affairs 
even though the mounting tension has come as no 
great surprise. The fact is that spreading troubles— 
first in Cuba, then Italy, then Africa and perhaps 
next in the Far East — generate “‘scare’’ headlines 
that tend to distract investment managers. Uncon- 
firmed reports such as flashed over brokers’ wires last 
week to the effect that Russians and East Germans 
were planning a “military move” against West Ber- 
lin within a month, typify the sort of rumors that 
upset trading. In the light of recurrent provocations 
from the Kremlin, one may assume that unsettling 
news developments of this kind are likely to persist 
at least until after the November elections. 

Election Imponderables — Uncertainty over the 
outcome of balloting three months hence also must 
be taken into account as a restraining factor. Re- 
gardless of one’s hopes or expectations in a presi- 
dential contest, experience shows that “there’s many 
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tial calculations of pollsters can be taken as final. 
Thus for the remainder of the summer and the early 
weeks of autumn, market sentiment is likely to be 
swayed one way or the other by public responses to 
campaign oratory, or other political influences hav- 
ing a bearing on the trend of public preferences. 

Business Outlook — The fact that corporale profits 
are being handicapped at a time when business has 
been holding on a high plateau has been mentioned 
as a cause for concern, since the squeeze might be 
intensified if industrial activity slipped. This thought 
is inspired by the Commerce Department’s estimate 
that gross national product in the June quarter had 
reached a new high at an annual rate of $505 billion 
in spite of the letdown in steel, autos and other 
basic industries. Disclosure earlier that personal in- 
come had mounted to a new peak above $400 billion 
annually in June only emphasized the fact that 
economic progress was finding little reflection in 
corporate income accounts. 

Technical Action — In addition to the unsettling 
influence of outside developments, technical behavior 
has chilled sentiment. Optimists virtually abandoned 
hope when the Industrial Average declined so 
steadily as to retrace more than two-thirds of the 
rise recorded from the turning point in early May 
to the June top. Such action is interpreted as un- 
favorable in having nullified any encouraging impli- 
cation of the uptrend. If the Dow Industrial Average 
breaks 596 on the down- (Please turn to page 548) 
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I’m really just a 
nice fellow who wants 
to hug the whole world! 


WHICH COMMODITIES TO FEEL 
Brunt of RUSSIAN ECONOMIC WARFARE? 


By JOHN H. LIND 


MONG the array of weapons used by the Soviet 


Union in the cold war, foreign trade is one of 


the most important. While nobody would deny that 
economic warfare is preferable to atomic warfare, 
the stakes are nevertheless high and the costs enor- 
mous. Obviously, deals in oil and sugar are playing 
a major role in the Communist moves toward com- 
plete control of Cuba. Again, within recent memory, 
it was Soviet trade that kept Egypt going, both 
during and after the Suez crisis. Also, when Iran 
overthrew its king and set up an anti-Western re- 
gime, Russia stepped in with new trade coffers to 
replace the broken economic ties. 

Today, Soviet trade is challenging the U.S. and 
other Western nations in India and Africa. Of 
course, the battle is not all one-sided, by any means. 
The world’s principal international financial insti- 
tutions, namely, the World Bank, the International 
Monetary Fund, and the Inter-American Invest- 
ment Bank, as well as the GATT trade agreement 
organization, are all free of Soviet domination or 
even membership. The European Common Market 
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is essentially an anti-Soviet Western economic alli- 
ance. But these developments are not part of this 
article. For here we are concerned only with Soviet 
trade and its impact on Western business operations. 
POLITICAL VS. COMMERCIAL MOTIVES 


It might be well to begin by analyzing the 
basic motives underlying Soviet foreign trade. Of 
course, everything the Communists do is designe: 
to strengthen their position and weaken the Wesi 
Nevertheless, there are significant differences ii 
their short-term motives regarding internationa 
commerce. 

SOVIET SALES—tThus, when the Russians sel 
oil to England or coal to West Germany, their pri 
mary concern is commercial, i.e., they are interestec 
in obtaining foreign exchange to purchase needec 
goods, usually capital goods. Conversely, when they 
suddenly offer to buy exceptionally large quantities 
of Cuban sugar or Egyptian cotton, their motivation 
is purely political, for they have no need for such 
large amounts of these commodities and probably 
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rave to resell them to other Communist coun- 


will 
tries or to Western nations at below market prices— 
which inevitably cuts into Free World sales. 


In general, the following rule-of-thumb may be 
applied to Soviet foreign trade motivation : (1) 
wh ‘er Russia exports staple commodities it does 
ause it has a surplus and hence its purpose 


so 

is marily commercial (although it welcomes, of 
couse, any political mileage it can get out of such 
dea -); and (2) when it exports capital goods, it is 
pri arily for political reasons, since it has itself an 


ins ‘iable need for all types of equipment and gains 
no conomic advantage by such exports on either a 
ba: er basis in exchange for commodities, or against 
pa nent in soft currencies. 

1 The Import Side — The Soviet Union is 
vi’ ‘ly interested in capital goods, especially in the 
ch nical and allied fields. It wants such equipment 
fo purely economic reasons and is therefore willing 
to vay gold or hard currency for it. On the other 
he d, with very few exceptions, the USSR is more 
o: ess self-sufficient in most primary commodities. 
H »ce, when it starts buying them in large quanti- 
ti , it is a safe bet that it does so for political and 
nm economic purposes. 

t is an established fact that Russia always seeks 
pc itical advantages as a by-product from any com- 
m rcial deal she makes. And, conversely, never over- 
lo: ks the possibility of commercial advantages in 
it. politically motivated trade deals. 

For instance, when foreign trade chief Mikoyan 
exctlier this year gave Cuba an order for 1 million 
tons of sugar, to be delivered over a five-year period. 
the red flag flew high in Havana. But, at the same 
time, the price agreed on was below the world mar- 
ket level. 

Similarly, when Russia bought big chunks of 
Evypt’s cotton in 1957-58, it later turned the politi- 
cal help extended, into a profitable deal at Nasser’s 
expense, for the Soviet Union took his market away 
by selling cotton at a lower price to Nasser’s former 
customers in non-Communist countries. 

It is by understanding that Russian trade has two 
purposes, one, primarily a propaganda weapon, and 
the other, basically, trade for economic purposes, 
and by keeping these two concepts in mind, that we 
will be able to appraise Russian trade moves in the 
cold war effectively and intelligently. 

THE SUGAR DEAL 

Soviet buying of this commodity is a prime exam- 
ple of politically inspired foreign trade. These sugar 
purchases were the direct result of Castro’s Leftist 
orientation toward the Soviet Bloc. In 1958, before 
this alignment had occurred, Russia purchased only 
188,000 tons of Cuban sugar, an insignificant quan- 
tity. In 1959 it stepped its purchases up to 230,000 
tons. Early this vear it signed up for an additional 
45.000 tons, after which came the big 1 million ton 
contract. 

One could almost draw parallel lines between 
Castro’s rising pro-Communism and Russia’s rising 
sugar purchases. 

Evidence of how far Communization of Cuba had 

one, came a couple of weeks ago, when Khrushche 
ersonally announced that 


ULY 30, 1960 


Russia was taking the 
ntire 700,000 tons of sugar which Cuba would have 
laced with the United States in the second half of 


1960, if President Eisenhower had not cancelled the 
remainder of their quota. 

3y this transaction, Russia was not favoring 
Cuba, because she was buying the sugar at only 
3.25¢ per pound, which, according to repeated state- 
ments, is barely sufficient to cover prime production 
costs—whereas the United States would have paid 
5.5¢-5.7¢, which would have given Cuba a large 
profit. 

According to our sugar expert, Russia will be 
faced with the problem of how to dispose of Cuban 
sugar, particularly next year, if it accepts the full 
3.1 million tons formerly purchased by the United 
States. Of course she can dispose of a large amount 
to Red China, which will practically be a give-away, 
but in view of the normal over-supply of world 
sugar, she may have difficulty in unloading it. 

Cuba’s benefits are also highly dubious, since 
Russia will pay only 20% in cash and, under a bar- 
ter arrangement, Cuba must accept the balance in 
Soviet goods and commodities—so what will happen 
next year is a matter for conjecture, especially since 
the Soviet Union may use the Cuban sugar to upset 
the world market. 

Up to now the World Sugar Council has set up a 
system of quota arrangements, in which Cuba sup- 
plied about 10% or 11% of the total sugar con- 
sumed, but actually that country is in a position to 
produce a very much larger quantity, and if produc- 
tien is stepped up world sugar prices might suffer 
considerably. 

SOVIET OIL EXPORTS 


This is the No. 1 commodity on the Soviet Union's 
export list. In direct contrast to sugar imports. 
Soviet oil exports are motivated primarily to build 
foreign exchange balances. The USSR has a sizable 
and growing surplus of crude oil which it can only 
utilize for export purposes. This it is doing on a 
world-wide basis with the same fervor and sales 
approach as Western companies. 

So far, Soviet crude oil exports to the West have 
not been large: roughly it amounted to 17-18 
million tons last year and represented no more than 
3 per cent of the Free World’s international oil 
trade. Soviet petroleum exports are rising and will 
continue to do so for the foreseeable future. How- 
ever, viewed purely from the quantitative aspect, it 
is hardly devastating and would not be, even uf 
Soviet exports should double. 

However, what has agitated the big Western oil 
companies to the point of preferring expropriation 
to accommodating Soviet oil, is the form in which 
this Russian competition has impinged on them. Jn 
such countries as Cuba, India and Finland it has 
come as the concomitant of government-to-govern- 
ment deals, either by direct barter or under quotas 
negotiated in bilateral trade agreements covering 
pe riods oT years, 

Thus, Russian oil in many cases was able to enter 
new markets without the substantial capital outlay 
in refineries and marketing outlets which the West- 
ern companies had to make in order to build up 
their sales. Not unnaturally, Western companies find 
it difficult to cope with this kind of competition. That 
is the reason why they took such a firm stand in 
Cuba, For what they did in Cuba was closely watched 
by the government of India as well as several others, 
all of which had Soviet oil offers. 
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The international companies’ action in Cuba may 
already have had some effect. It apparently has 
caused negotiations in India to shift from the politi- 
cal to the commercial level. The international com- 
panies, having been informed that Soviet oil had 
been offered to India at lower prices, agreed to a 
price reduction, and all talks about forcing Western 
companies to run Soviet crude oil in their refineries 
are off, at least for the time being. 

Meanwhile, the companies are beginning to hit 
back with all the commercial power at their dis- 
posal. 

Of course, the price reductions brought on by the 
Russian offers may well have world-wide repercus- 
sions on Western company earnings. But meeting 
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to keep Western-owned 
tankers out of Soviet hands. Of course, a direct and 
simple way to solve the problem would be for the oi 
companies to charter all available tankers for a 
period of three months, which would stop Russian 
oil shipments at their docks. It would be worth the 
price, for undoubtedly advantageous arrangements 
could be made. 


WHAT THREAT TO METAL PRODUCERS, IF ANY? 


Soviet metal exports are currently no threat to 
Western producers. But they were so in the past 
and could be again in the future. Like all staple 
commodities, they are being exported primarily for 
normal commercial reasons. Yet, there is a political 
angle to them, but it (Please turn to page 556) 
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A First Hand Report... 





SIGNIFICANT CHANGES 
IN DEFENSE BUDGET 


By JEROME ELSWIT 


® Companies to benefit most from the big orders — 
where switches will offset loss of contracts — where 
“add-ons” will be awarded — companies to feel the 
brunt of cancellations and cutbacks 


defense contracts picture as a result of final 
Congressional action on the 1961 budget. The mone; 
bill’s progress through Congress over the past six 
months has resembled a three-way taffy pull be- 
tween the Pentagon, the House of Representatives, 
and the Senate, each attempting to reshape major 
portions of the President’s original recommenda- 
tions. 

The net increase over the Administration’s Janu- 
ary budget request—some $468 million—does not 
loom very large statistically against a total program 
of $41 billion in terms either of the overall economy 
of the nation or of the hue and cry about “inade. 
quate defense” before and after the ill-fated summit 
conference. 

But the realignment within numerous programs 
affected by the changes is fraught with meaning 
for a number of defense contractors, since increases 


Gon: significant changes have been made in the 
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to individual programs came to well over a billion 
dollars, partially offset by decreases in other pro- 
jects. Thus some contractors will benefit measur- 
ably, some will be affected adversely, and many will 
feel the effects indirectly. 

In appraising the impact of the budget revisions, 
a distinction must be made between those changes 
actually recommended by the Pentagon in April 
following reorientation of the air defense plan, and 
those enacted by Congress entirely on its own initia- 
tive. The revisions based on the air defense modifi- 
“ation have the blessings of the President and the 
Budget Bureau, and will be acted upon as if they 
had been part of the President’s original budget 
submission. 


THE POLITICS IN THE SITUATION 


“President Eisenhower, on the other hand, in- 
structed the Pentagon last month to hold at arms 
length all the unrequested add-ons, reserving them 
for carryover to fiscal 1962. The Defense Depart- 
ment’s budget chiefs obediently prepared a finan- 
cial plan that in effect told the Armed Services 
not to use the extra money. But under the twin 
pressures of the explosive Cuban situation and a 
political campaign at home in which defense is a 
key issue, some cracks are appearing in the Ad- 
ministration’s formerly adamant position on the 
Congressional] add-ons. 

“Some of the unrequested weapons-system- 
money will be released, although the benefits from 
such action will not be realized for a year or more, 
in most cases, and can have little bearing on the 
present crisis. As Defense Secretary Gates has 
pointed out, ‘readiness’ should not be confused 
with today’s weapon-system-spending—the pro- 
duction lead time is too great. If the balloon goes 
up, in other words, we will have to meet the crisis 
with what we have on the shelf right now. This 























TABLE |! 

Changes In the Original Defense Budget Request 
A. Recommended by the Administration and approved by 

Congress: 

Increase or 
Decrease (-——) Current or Probable 

Item (millions) Contractors 
SAGE program 200 Western Electric, IBM 
Interceptor Improv. 135.7 Hughes, IBM 
Surveillance (radar) 15.4 
Missile Warning radar 27.6 RCA 
GAR-9 air missile 15.0 Hughes 
Space satellite program 61.0 Lockheed 
Atlas ICBM 136.0 Convair, North American 
Polaris program 153 Lockheed; General Dynamics 
Minuteman ICBM 27.0 Boeing 
B. Initiated by Congress: 
Bomarc program —420 Boeing, Marquardt 
B-70 bomber 190* North American 
Interceptors 100 Convair, McDonnell 
Transport planes 200 Lookheed, Canadair 
Polaris program 241 Lockheed, General Dynamics 
Antisubmarine warfare 50 Electronics firms 

research 

Army modernization 182 
Space satellite program 84 Lockheed 
Airborne alert 85 Pratt & Whitney 
Attack submarine 57 
All procurement 418 
*Plus a possible 100. 
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TABLE I! 
Military Appropriations for Research and 
Development 

1960 1961 1961 
Appropriations Request Appropriation 
Army $1,035,715,000 $1,014,700,000 = $1,041,286,0 10 
Navy 1,015,920,000 1,169,000,000 1,218,624,0 0 
Air Force 1,159,900,000 1,334,000,000 1,552,863,0 0 
Total $3,816,535,000 $3,909,700,000 $4,177,773,0. 0 

= 











applies as well to moves for additional defense 

spending that may be made when Congress re. 

turns in August.” 

Of course, with a new President taking office in 
the middle of fiscal 1961, Mr. Eisenhower’s st ic- 
tures on spending extra money voted by Cong 2ss 
this year will be subject to rigorous review. A 
Democratic Administration would, of course, be 
duty bound to release these funds, and possibly °e- 
quest additional money besides, in view of he 
party’s stand on the defense issue. Nor woul a 
Republican Administration under Mr. Nixon, 2 1d 
certainly not under Mr. Rockefeller, be expected to 
be bound by the Eisenhower withholding policy on 
defense funds. One of the ways a Republican Pre si- 
dent might woo a touchy Democratic Congress in 
his crucial first year of office, in fact, might be to 
release extra defense money voted by the &6th 
Congress. 

Assuming, then, that most or all of the additional 
money will be utilized some time during the .2 
months that started on July 1, let us examine t 
major items of military hardware that will be a 
fected. (Table I). 

As pointed out in our earlier analysis of the 
original budget request (MWS, Feb. 27), Mr. Ei- 
senhower’s program called for slight increases 
over fiscal 1960 in such conventional hardware is 
artillery, tanks, and other combat vehicles; in 
missiles; and in electronics, with decreases in 
manned aircraft and in construction. The revised 
budget accentuates the trend on conventional 
Army weapons; steps up the shipbuilding pro- 
gram, especially in the nuclear submarine area: 
cuts back on missiles and electronics, largely in 
air defense; and reverses the trend on manned 
aircraft. (See chart). In effect, more “mix” is 
cranked into the “mixed force” concept. 


LOCKHEED IN TOP SPOT 


If any single contractor was to be selected as the 
largest direct beneficiary of the budget add-ons, 
Lockheed Aircraft Corp. would probably qualify for 
the top spot. 

> First, the $394 million boost for the Polari: 
Fleet Ballistic Missile program, while primarily in 
volving submarine construction, also includes about 
$50 million for the missile itself, for which Lock 
heed is system prime contractor. Next, Lockheed’s 
space satellite projects—Discoverer, Midas, and 
Samos—were augmented by some $60 million by the 
Administration, and then boosted another $84 mil- 
lion by Congress in the wake of the U-2 incident, 
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MILITARY PROCUREMENT APPROPRIATIONS 








1960 1961 1961 
Key: Appropriation Request Appropriation 
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NAVY: 


Shipbuilding 
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1960 
Appropriation 
Total — $13,336,013,000 


(*) 1960 not strictly comparable 
due to reporting changes. 





(billions of dollars) 


1961 1961 
Request Appropriation 
$13,085,000,000 $13,520,160,000 


(**) Includes airlift modernization. 

















which gave added urgency to satellite surveillance 
systems. 

® These add-ons were piled on top of an Air Force 
space satellite program already earmarked for some 
$330 million in fiscal 1961. Riding along with Lock- 
heed’s contract augmentations in these programs 
will be Aerojet-General Corp., a subsidiary of Gen- 
eral Tire & Rubber Co., and propulsion contractor 
for Polaris, as well as developer of the infrared 
detection payload on the Midas early warning 
satellite. 

& Another significant addition to Lockheed’s back- 
log should result from Congressional action to im- 
prove the Air Force’s capability for troop and cargo 
airlift. An unrequested $200 million was provided 
for “interim” aircraft to fill the gap until an all-new 
jet cargo aircraft can be developed. 

The Air Force has indicated preference for modi- 
fied versions of the Boeing KC-135 or Douglas DC-8, 
or the Canadair CL-44, for this purpose; but Con- 
gress has made it pretty plain that it expects at 
least $100 million of the money to go to Lockheed 
for a longer-range version of the company’s C-130B 
Hercules, powered by Allison turboprop engines and 
funded at $70 million. Thus the company would have 
both the original production item (C-1308) and the 
modified version (C-130E) going down the lines at 
the same time—a verv desirable arrangement, in 
terms of production efficiency. 


JULY 30, 1960 


& Another point in Lockheed’s favor is the offi- 
cial Defense Department attitude toward the airlift 
modernization money. This is the one major add-on 
that may not be subjected to President Eisenhower's 
wholesale restriction on the use of extra funds voted 
by Congress, since Defense Secretary Gates has in- 
dicated that $150 million of the $200 million appro- 
priation is acceptable in fiscal 1961. 

& The “Airlift Modernization” account, totaling 
$310 million, also contains $50 million requested by 
the Administration for development of the all-cargo 
jet, to be procured both by the Air Force and by 
commercial carriers. The development contract, and 
subsequent production orders, for this aircraft is one 
of the few undistributed plums left in the manned 
aircraft business, and Lockheed, along with other 
big names in the airframe industry, is vying for this 
prize, with a turbofan design. In view of the under- 
standable propensity of the Air Force for “spread- 
ing the business around,” however, the contract is 
more likely to go to a firm not so favored with other 
business at this time. 

THE B-70 CONTRACTORS 

& Lockheed is also expected to benefit from an- 
other Congressional add-on—the restoration of a 
full weapon system program for the hieh-speed, 
high-altitude B-70 bomber. North American Avia- 
tion, of course, is prime contractor, and the major 
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beneficiary in any acceleration of the program for 
this big bird. But there were a number of major 
airframe subcontracts, with Lockheed holding one 
for a fuselage section which amounted to almost $10 
million at the time it was cancelled last December. 
Congress provided $190 million above the $75 mil- 
lion in the President’s budget to restore the B-70 
program, plus another $100 million nominally ear- 
marked for interceptor aircraft which could be 
switched to the big bomber. If and when the Admin- 
istration releases these funds, some or all of the old 
airframe subcontracts are expected to be restored, 
although North American has recommended some 
reshuffling of the original subcontract structure, 
including virtual elimination of Lockheed. 

& Other major subcontractors to North American 
on the B-70 included Boeing Airplane Co. for the 
tremendous wing, Chance Vought for the stabilizer 
assembly, and International Business Machines for 
the unique and expensive bombing-navigation sys- 
tem, which has been kept alive at a reduced level by 
the Air Force. A green light for a full development 
program on the B-70 would also be welcome news to 
General Electric Co., developer of the J-93 engine 
designed for the Mach 3 bomber. North American 
has estimated that up to 75 percent of its B-70 
funds would be paid out to sub-contractors. 


ATLAS ORDERS 

& An increase of $136 million in the original 
budget request for the Atlas missile, recommended 
by the Defense Department and approved by Con- 
gress, will also benefit North American, which pro- 
vides the propulsion system for the nation’s first 
operational intercontinental ballistic missile, as well 
as benefiting the prime contractor, General Dynamics 
Corp.’s Convair Division. 

This makes a total 1961 procurement appropria- 
tion for the Atlas of $1,137,000,000. In addition, the 
Army has been directed by the Defense Department 
to buy Atlases for use as target missiles in the field 
test program for the Army’s Nike-Zeus antimissile 
missile, instead of Chrysler’s Jupiter missile, as 
originally planned. About 18 Atlases will be involved, 
or the equivalent of two more squadrons. Guidance 
for advanced versions of the Atlas is provided by 
American Bosch Arma. 

Interceptors—If the contingent $100 million voted 
by Congress is used for interceptors and not for the 
B-70, Convair’s F-106 will be the probable recipient 
of additional funding. Present production orders for 
this plane phase out this year. 

& Another $136 million approved for upgrading 
of interceptors will go for advanced electronic gear 
and air-to-air weapons, provided by such firms as 
Hughes Aircraft, IBM, and Garrett. Hughes has also 
strengthened its already well-fortified position in 
the electronics field by being named as second source 
of supply for Polaris guidance systems, to supple- 
ment the production of General Electric. 


REDUCTIONS AND REPLACEMENTS 

Cn the other hand, there are a number of reduc- 
tions in electronics programs from the original bud- 
get level—chiefly in the SAGE air defense control 
program — which are not altogether offset by in- 
creases elsewhere. About $180 million in electronics 
and communications procurement money was wash- 
ed out of the Air Force’s budget as a result of the 
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SAGE cutback and a 3 percent across-the-board cut 


in all procurement insisted upon by the House. The 


3 percent cut also slices an estimated $6 million from 
Navy electronics and communications equipment. 


As a partial offset, there is an additional $59 


million for antisubmarine warfare research, whic) 
leans heavily on electronics by such firms as 
General Electric, Raytheon, General Precisior, 
Western Electric, and many others. Additions 
totaling about $43 million were also made fi 
early warning and other surveillance radar pri 
grams, in which Radio Corp, of America, Ray- 
theon, and International Telephone & Telegrap! 
have prime interests. 

& Boeing Airplane Co.’s Bomare air defens 
missile was the hardest hit of any single projec 
in the original 1961 budget request, and mucl 
of the increased funding for other hardwar 
items was taken from its hide and from the 
percent procurement cut. The entire $420 millior 
in requested new money for Bomarc was elimi. 
nated, and another $10 million slashed from fisca! 
1960 funds. The reduced program is close to that 
recommended in the air defense revision, provid- 
ing for eight U.S. and two Canadian squadrons, 
before phaseout. 
> Marquardt, Thiokol, and Westinghouse are ma- 

ior Bomarce subcontractors. This was one case where 
the missile-replaces-airplane trend was practically 
reversed, with the House voting $215 million for 
interceptors to substitute for the missiles cut out 
of the budget. In the eventual compromise with the 
Senate, however, some $244 million in 1960 carry- 
over money for Bomare was restored and the in- 
terceptor money was trimmed to $100 million. 

Boeing, on the other hand, benefits from add-ons 
for the Minuteman ICBM, in the amount of $27 
million as recommended by the Administration, plus 
the possible use of part of an additional $50 mil- 
lion also earmarked for space satellites in the Air 
Force R. & D. appropriation. This would be for 
the railroad-mounted version of Minuteman. 

& As indicated in our earlier analysis, some of 
the funds “saved” by reducing the Bomare program 
have been applied to acceleration of the readiness 
program for airborne alert of Strategic Air Com- 
mand’s B-52 bombers. Congress doubled the $85 
million already in the budget for this purpose. The 
lion’s share of this money goes to Pratt & Whitney 
for spare turbofan-equipped J-57 engines. 

General Dynamics—Several other changes made 
in the original budget are expected to help General 
Dynamics retain its four-year headlock on either 
the No. 1 or No. 2 spot on the Pentagon’s list of 
biggest contractors. In addition to the contracts of 
its Convair Division in the missile and aircraft field, 
and Stromberg Carlson in electronics, the Electric 
Boat Division may receive a major share of the 
money provided for two additional Polaris subma- 
rines (for a total of five) and one additional attack 
submarine (for a total of three), all nuclear-powered. 

Polaris — A good portion of the $300 million sub- 
marine augmentation of the original $942 million 
Polaris program is earmarked for long lead time 
items, meaning nuclear reactor components by 
Westinghouse. This whole program will be acceler- 
ated when the Polaris missile is fired successfully 
from its submarine (Please turn to page 554) 
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THE MAJOR FORCE IN THE 
BUSINESS OUTLOOK TODAY 

















By PAUL J. MAYNARD 


®& Factor of personal income and employment in our economy looking 
to 1961. Can we maintain the gains shown? 
> Part played by consumer credit — with rise to 15.6% of total personal 


income against 6.8% for 1947 
® Where do we stand today? 


HE steadily rising tide of personal income in the 
years since the end of World War II and the 
marked gains in employment during this same period 
have materially broadened the base of our economy. 
The extent to which the beneficial effects of this 
trend has enabled, and will continue to enable us to 
neutralize deflationary factors in the business out- 
look poses an interesting question. In practically 
every forecast of business conditions a large amount 
of space is allotted to an evaluation of the effects of 
the changing situation with respect to personal in- 
come and employment. Just how important are these 
elements in our economy ? 
An examination of the facts and figures relating 
to the post-war expansion of family personal income 
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1960 


economy the developments since the middle 


$362 billion. 


in the United States, and its distribution among the 
nation’s families, indicates that in this area of our 
1940's 
have indeed been highly significant. 

Some of the salient points may be summarized as 
follows: 

(1) Total family personal income in 1959 was 
This was $20 billion, or 6% more than 
+ more than in 1957 and almost double 


in 1958, 814‘ 
received by American families in 


the $185 billion 
1947. 

(2) When distributed among 
million families and unattached individuals, this 
personal income averaged $6,520 in 1959. This was 
about $250 higher than the year before, $300 above 


the nation’s 56 
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1957 and $2,390 (or 58%) above the $4,130 figure 
applicable to 1947. 

Of course. if adjustments were made for the 
changing price level and if income were measured 
on an after-tax rather than a pre-tax basis, the per- 
centage gain since 1947 would be about 23 instead 
of 58%. However. the gains in real income have been 
steady and have contributed to a consistent rise in 
the level of personal consumption. 

(3) During 1959 there was a general shift of 


a level of 57.8 million in 1947 to 65.6 million 
FAMILY PERSONAL INCOME in 1959. According to latest reported data ‘he 
- SESE Pe current figure (June 1960) for civilian em- 
Pe a a tneeme a plovment is 68.6 million. During the 1917. | 
Income Families * in current in 1959 in current in 1959 1960 period the unemployed as a percent of 
(billions) (millions) dollars dollars dollars dollars the civilian labor force ranged from a low of 
cate 06 A 02 2 OO AE A AL yreginPye 5 : Ang Ng 
| 1959 $362.0 55.6 $6520 $6,520 $5,880 $5,880 2.9% in 1953 to a high of 6.8% in 1958 and 
is presently about 5.5%. 
| 1958 3421 54.6 6,260 6,330 5,650 5,710 areas li heat Manilla LU loy 
| 1957 233.9 53.6 6,220 6,410 5,590 5,760 SE Span ante Lane ony ene Me 
, : — The difficulties involved in obtaining in 
| 1956 317.4 52.8 6,010 6,370 5,400 5,730 accurate measure of employment and une: :- 
1955 294.2 52.2 5,640 6,080 5,090 5,490 ployment are particularly great. In this cc »- 
1954 274.0 51.2 5,360 5,800 4,840 5,240 nection, definitions are required which te d 
1953 272.2 50.5 5,390 5,900 4,810 5,260 to be arbitrary. @ For example, persons w 0 
sone es73 502 5,120 5,650 4,570 5,040 are laid off with definite instructions to 1 
lee ane as ame ape ome “am turn to work within 30 days are classified 3 
; : ; : unemployed. @ The avalanche of teenage s 
aed —_ — — oe — fresh from school looking for jobs tends > 
* Families and unattached individuals. distort the figures of unemployment ea 
Dial | June. @ Women with part time jobs crea 


special problems in measuring unemplo 


ment. @ Also, there has been a growing trend, : 
economic pressures have magnified, for workers 
take more than one job in order to supplement i: 


come. 


This practice, sometimes referred to a 


“moonlighting”, doubles up on the number of en 


ployed as reported even though 


the number o 


workers actually employed has not been changed. 
In comparing unemployment rates in the Unite 

States with those in other countries, it will be foun 

that figures for our country tend to look high be 


























families and individuals ~ause the United State: 
up the income scale, con- FF = has one of the most all 
tinuing the trend that | PERSONAL CONSUMPTION EXPENDITURES | inclusive definitions oi 
has prevailed during the || (Billions of Dollars) | unemployment in th-« 
postwar period. In 1957, am world. 
37 million consumer —s ensiite In most foreign coun- 
units had personal in- | Goods Goods Services Total tries, unemployment con- 
comes over $4,000 as |] i959 $43.0 $147.9 $120.7 $3116 | sists only of direct 
compared with 17 mil- 1958 37.6 141.9 113.4 293.0 || counts of persons listing 
lion, in 1947. Even after ]j| 1957 40.3 137.7 106.7 2848 || themselves as looking for 
adjusting to real income | 1956 385 131.4 100.0 269.9 work. In the United 
“hey IOC ce ete | 1955 39.6 124.8 92.5 dg BP ot ' 
in terms of 1959 prices, || 1954 32.4 119.3 86.3 2389 || States figures reported 
the number of families 1953 32.9 118.0 81.8 2326 | are estimates based on 
receiving more than pon i. a a ae | monthly surveys of a 
$4,000 of income _ in- 1950 30.4 99.8 649 195.0 || Selected sample of house- 
creased by 2 million be- 1949 24.6 96.6 60.0 181.2 holds. They include all 
tween 1957 and 1959 and inc ad a. ae baer | persons unemployed and 
by a total of 12', million ia |e for werk pho 
since 1947. other groups such as 
It will be noted that reference has been made to’ students and housewives available for part-time 


family personal income which represents a modifi- 
cation of total personal income. The 1959 figure for 
total personal income was $380.1 billion. The latest 
available comparable figure for personal income is 
for June, 1960 when it was reported at a seasonally 
adjusted annual rate of $405.8 billion, $1.1 billion 
above the May rate. This indicates that the trend 
of this important element in the nation’s economy 
is continuing upward to date in 1960. 

The figures with respect to the expansion of em- 
pleyment in the period since 1947 are not as striking 
as those relating to personal income. However, with 
the exception of relatively minor setbacks in 1949, 
1954 and 1958, the total number of employed in the 
civilian labor force has moved ahead steadily from 
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work, workers who voluntarily quit their jobs, per- 
sons unable to look for work because of illness and 
individuals who say they would look for work if 
they believed it to be available in their area or occu- 
pation. If we limited the definition of the unemployed 
to those actually listing themselves as looking for 
work, our unemployment figures would be substan- 
tially lower than those reported. 


OUR AFFLUENT SOCIETY 


There seems to be little doubt that the steadily 
rising level of personal income and the relatively 
high rate of employment since the end of World War 
Il have been important factors in maintaining the 
level of business activity at a relatively high level 
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throughout the period. It is noteworthy that even in 
the recession year 1958 total family personal income 
rose from $334 billion to $342 billion and the average 
per family (unadjusted for price change or taxes) 
went up from $6,220 to $6,260. It is reasonable to 
bel eve that this steadily rising trend of personal 
income and employment has been responsible in 
lar ve measure, for the fact that all of our post-war 
re essions have been relatively brief and lacking in 
th severity of past depression. 

t might also be noted that unemployment insur- 
ar -e payments have contributed to the reduction in 
th vulnerability of our 


penditures increased every year from $165.4 billion 
in 1947 to $311.6 billion last year. The seasonally 
adjusted figure for the first quarter of 1960 is $321.1 
billion, indicating that the trend continues upward 
to date. 

Part Played By Consumer Credit — Aiding and 
influencing consumer spending in the post-war 
period has been the availability and use of consume} 
credit on a greatly broadened scale. The figures for 
all extentions of both instalment and non-instalment 
consumer credit reported by the Board of Governors 
of the Federal Reserve System showed outstanding 
is of December 31, 1959 a 



























































economy to forces of re- SS a record high of $52 bil- 
c ssion. For example, the EMPLOYMENT AND UNEMPLOYMENT lion. This compares with 
1°59 Economic Report of a ension a figure of $11.6 billion 
the President points out Civilian oamt in 1947. The 1959 total 
tiat in the’ recession Labor Force Employed Unemployed Rate * represented about 15.6% 
fom July 1957 to April natal of that year’s total per- 
1358 unemployment in- 1960 (June 73,000**  68,600**  4,400** 5.5% sonal disposable income, 
surance benefits offset 1959 69,394 65,581 3,813 5.5 while the figure for 1947 
shout one-third of the |} 128 8647 63,966 AaB amounted to approxi- 
cecline in wage and sal- 1956 67,530 64,708 2.822 42 mately 6.8% of total 
:ry disbursements, and 1955 65,848 62,944 2,904 44 personal disposable _in- 
lecause they were not 1954 64,468 60,890 3,578 5.6 come for that year. This 
: : - 1953 63,815 61,945 1,870 2.9 substantial increase i 
tixable, their effect in substantia Increase in 
ane, | : 1952 62,966 61,293 1,673 2.7 : 
::aintaining disposable 1951 62,884 61,005 1,879 3.0 the ratio of total con- 
} ersonal income was 1950 63,099 59,957 3,142 5.0 sumer credit to dispos- 
+ reater. 1949 62,105 58,710 3,395 5.5 able personal income has 
— pe = = 4 led some observers to 
1947 60,168 58,027 2,141 3.6 . ' : 
MAINTENANCE OF — conclude that continua- 
PR eg civilian labor force. Monthly data seasonally tion of the rise in this 
a ; **_Approximate figures, not adjusted for s | factor. ratio above the present 
The importance of the 15.6% level might be 
ation’s growing level of hazardous! 
| ‘rsonal income stems Such a conclusion is 
rom the fact that this CONSUMER CREDIT based upon the _ belief 
rovides the basis for (in millions) that if repayments be- 
the expansion of person- = came too burdensome, 
il consumption expendi- ——_— Total Disposable the consumer might be 
tures. In this connection, instalment instalment Consumer Personal forced to curtail current 
the spending-income ra- Credit Credit Credit Income spending in order to re- 
tio is significant. Con- 1960 (May)  $40.740 $12,091 $52,831 15.3 pay past indebtedness. 
sumer expenditures in fj 1959 39,482 12,564 52,046 15.6 The further rise of the 
the post-war peri ave 1958 34,080 11,506 45,586 14.4 Po 
e post-war pet iod have con 34.183 11163 45,286 a7 total amount of con- 
remained remarkably 1956 31,897 10,614 42,511 14.5 sumer credit to $52.8 
stable, around a level of 1955 28,958 9,924 38,882 14.2 billion as of May 31, 
9214-94144% . The main- 1954 23,568 8,896 32,464 12.6 1960 indicates that the 
sommian of tie velitinale 1953 23,005 8,388 31,393 12.4 
tenance of this relativ ely 1952 19.403 7.998 27,401 115 expansion of conse) 
high ratio of consumer 1951 15,294 7,323 22,617 9.9 credit is continuing this 
expenditures to dispos- 1950 14,703 6,692 21,395 10.3 year. 

, . 1949 11,590 5,715 17,305 9.1 — os 
able > 3 ’ ° y a rece f ass by 
dle income dui ing most son 8.996 5402 14998 ys In a rece nt vddre ss by 
of the postwar period, is the Vice President in 

1947 6,695 4,875 11,570 6.8 
interpreted as support- See ——— charge of consumer 
New 


ing the view that income 
tends to be the principal determinant of consump- 
tion. 

A study of several of the postwar cyclical down- 
swings indicates rather conclusively that the demand 
reduction is centered in durable goods. For example, 
between 1947 and 1959 personal consumption ex- 
penditures for durable goods declined on five occa- 
sions while expenditures for non-durable goods de- 
clined in only one year and expenditures for services 
rose in every year. Because the expenditures for 
non-durable goods and for services outweighed those 
for durable goods, total personal consumption ex- 
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credit for one of 
York’s major banks, it was suggested that a modest 
estimate of consumer credit outstandings in 1970, 
based on an estimate of total disposable income of 
$566 billion for that year, might be between $84 
billion and $100 billion. At 84 billion, the ratio to 
disposable personal income would be under 15‘. 
Consumer Demand Major Influence in our Econo- 
my Today — The conclusion is inescapable that con- 
sumer demand for goods and services has provided 
a major element of strength in the postwar economy. 
There are many indications that maintenance and 
expansion of this (Please turn to page 553) 
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"INSIDE PERS 





POLITICAL “pros” of the Nation’s Capital — and there 
are many here despite the Capital City’s mid-summer 
discomfort and the impending Republican National 
Convention in Chicago — are agreed that Senator 
John F. Kennedy, No. 1 man on his Party’s ticket, 
materially enhanced his November prospects when 
he selected Senate Majority Leader Lyndon B. 
Johnson, of Texas, as his running mate. Kennedy’s 
severest handicap is his youth but, according to 





WASHINGTON SEES: 


Intensification of the cold war is now a definite 
Khrushchev policy insofar as the United States is 
concerned. His villifications of this country and 
our Chief Executive will continue. Likewise, he 
will continue attempted interference in the affairs 
of Western Hemisphere nations. 

Despite all this, it is not believed the pudgy 
little Butcher of the Ukraine is prepared to turn 
the cold war into a hot one, but definitely fore- 
seen is the stepped-up campaign of harassments 
of the free world, primarily this country — harass- 
ment which could trigger the hot war. 

President Eisenhower's vigorous reassertion of 
the Monroe Doctrine has, according to experts, 
put a damper on Mr. K’s. designs on Cuba. At the 
same time, the President put Mr. Castro — and 
other leftist Latin neighbors — on notice that our 
patience is now worn thin; that we are ready to 
act, either through the Organization of American 
States, the United Nations, or even militarily. 

Not out of the tense picture is the possibility of 
a Cuban-USSR “mutual defense” pact. On its face, 
such a pact would be an obvious absurdity. Cuba 
is in no danger of military aggression on the part 
of the United States or any other nation. Such a 
pact would mean only advanced Russian bases in 
Cuba for aggression against the United States. 

The President's firm stand has the support of 
this country, the Latin American countries and the 
saner elements of the Cuban citizenry. 
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BY “VERITAS” 


tepublicans and Democrats alike, Johnson as No. 
man will add “maturity” to the ticket. Further, th 
selection of Johnson (a personally avowed Westerne 
but still claimed by the South as one of their own 
will avert any deep South defection which migh 
conceivably throw the election into the House o 
Representatives. The southern states, still worrie 
over the Democratic civil rights platform plank, wil 
feel that LBJ can successfully avert any efforts by 
Kennedy, or the Democratic Party, to broaden tha’ 
plank to the extent of further discomfort to Dixie 
Nevertheless many Democrats are still worried about 
prospects for a Democratic victory in November, 
while many Republicans are frank to say that Mr. 
Nixon — now the certain GOP nominee — cannot 
equal the 1956 Eisenhower 37-state sweep. 


URBAN renewal, presently the Government’s biggest 
“give away” program, is now completely in high 
gear, possibly with the result that the August post- 
convention session of Congress will be asked for 
more funds. Urban Renewal Administration, a seg- 
ment of Federal Housing Administration, in the past 
three weeks has more than doubled its loans and 
capital grants for slum clearance projects about the 
nation. There are two significances which stand out 
for the careful analyst, (1) capital grants (free 
money) are running almost as high as loans and (2) 
they are going largely to cities in States not yet 
fully committed to one political party or the other. 
It is not here asserted that the program is being 
utilized to “buy” an election next November, yet one 
cannot help but note the acceleration and the direc- 
tion the money flows. 


DEFENSE problems, accented by the advice of former 
President Herbert Hoover that we “arm to the 
teeth,” will have more than serious consideration 
when Congress returns in August. Despite the fact 
that it is Republican advice to a Democratic Con- 
gressional majority, both Houses of the legislative 
body will ponder it well — perhaps even to the 
extent of hiking taxes if necessary. 


THE MAGAZINE OF WALL STREET 





ev. 
nod 


the: 


27% 


but 


red 
of | 
2 Om) 
of 


reb 
pen 


jul 





















1e 








Water, Now Next To Gold As Our Most Serious Shortage, Haunts 
Administration. We won't go thirsty within the next two decades, 
but unless Department of Interior moves faster with its 











Saline-brackish water conversion program the next 





generation of our citizens may see large segments of 
industry brought to a stand-still for lack of what the 








chemists call "H-2-0." Nearly two years ago, Interior was 
given ample funds for the construction of five pilot 
saline-brackish water conversion plants. Construction of 
a sea water conversion plant is now under way at Freeport, 
Texas, but it was not until last week that the Department 
awarded the second contract under its appropriated 
authority; this time for a relatively minor brackish 

water conversion plant in South Dakota. In the meanwhile, 
a Senate special subcommittee on water resources predicts 














that by 1980 Industry will be "without water unless we 











quickly find ways to convert the salt waters of the seas 











and the brackish waters of our inland areas 
o fresh water." 





Labor Will Attack Tax Exempts. Organized 
ibor, as represented by the AFL-CIO, is 
nducting extensive research into Federal 
venue lost because interest on state, 
yunty and municipal bonds is now exempt 
rom Federal taxation. When House Ways & 
eans Committee next year gets down to 
erious business of completely revamping 
nd simplifying complicated Internal 
evenue Code, laborites will present strong 
nd documented plea for elimination of 

these exemptions. Labor will also attack the 
27%% oil and gas well depletion allowances, 
but will not advocate more than a "partial" 
reduction. Oil, gas and mineral Segments 

of the AFL-CIO just will not "go along" with 
2omplete abolishment, now favored by some 
of AFL-CIO's top personalities. 



























































A Recession Already Beginning? "Yes," 
iccording to certain labor leaders; "No," 
according to top Administration figures; 
"Perhaps," according to some government 
economists and statisticians who will not 
illow themselves to be directly quoted. All 
three, labor, the Administration and the 
economists, have data to support their 
positions. It is confusing to the layman. 


£ 


Only thing certain is that current high 
unemployment level, low output of steel and 
sagging home building will be major 
components of political orations during the 
coming months. 


















































Communists In Major Policy Shift. Pretty well 
rebuffed in their efforts to effectively 
penetrate American labor unions, but elated 
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with thir successes in fomenting youth 
disorders in Japan, and student rioting at a 
House Un-American Activities Committee 

















has indisputable evidence of the shift, will 
publish it at the appropriate time. 








Government Growth Sharply Etched. The 817- 
page 1960-61 edition of the "United States 
Government Organization Manual," just off 
government presses, drives home the 35-decade 
growth of Federal bureaucracy. Thirty years 
ago the entire Federal structure was 
adequately catalogued in less than 150 pages 
of the Congressional Directory. The new 
manual lists over 700 departments, bureaus, 
agencies, Federal corporations and indexes 
the names of 4,200 officials who manage or 
direct this vast Socialist machine. The 
business executive having need for it may 
obtain a copy from the Supt. of Documents, 
Government Printing Office, Washington 25, 
D. C., for $1.50. 























Direct Intervention In Cuba? Top Pentagon 
figures privately answer that the move is 
feasible, declaring Khrushchev's threat to 
attack us with long-range nuclear missiles 
unadulterated bluster. K, they say, has 
too much respect for our power of massive 
retaliation from bases that literally girdle 
his Red empire. The military group point up 
that the operation could be successfully 
carried out in a matter of days and at small 
cost in life. 

Their feeling of urgency is that time is 
on Castro's side, the longer the delay, the 
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more munitions he can obtain from the iron 
curtain countries. State Department is very 








message. It will be GOP Congressional 
strategy to keep the questioned measures 














definitely opposed, fearing too much damage 
to our Latin-American relations — this 
despite the fact that the President is 
readying a program of $500 million economic 
aid for the Latinos, to be presented to the 
post-convention session of Congress. The 
Diplomats will prevail, but our Armed 
Forces are ready to "move in" within minutes 
if intervention becomes the only possible 
Solution. 




















France, With An Industrial Recovery That Is 
Amazing, Pushes Into Solar Power Research. Although 
power from the sun has long been bruited 
about in the United States, our studies have 
lagged far behind those undertaken in 
France. France's National Center for 
Scientific Research, already with a solar 
furnace in successful operation in 
manufacture of refractory products, is about 
ready to announce a technique to commercially 























in debate for sufficient time to bar any 
veto over-rides. 








New Red Chinese Propaganda Offensive Looms 
Mao Tse-Tung's "trade mission," now in 
Havana, plans propaganda attacks on this 
country which may make Khrushchev seem 
mild. The mission, however, is not one of 
trade but of military assistance to Dr. 
Fidel Castro. The Chinese, who are well 
aware of the fact of Cuba's insolvency, 
will offer Mr. Castro munitions and planes 


























return for Red military bases there. 





McClellan Irks Democratic High Command. 
Decision of the Arkansas Senator, Chairmar 
of the so-called Labor Rackets Committee, 
to call August public hearings to further 
delve into the activities of teamster unio. 
boss James R. Hoffa, has infuriated 
chieftians of the AFL-CIO. In turn, they 
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convert solar energy for use in large-scale 
industrial installations as well as private 
homes. The French now declare the proposition 
economically feasible and assert solar 
energy will, in the future, furnish serious 
competition to conventional fuels because 
"we have now discovered how to store solar 
energy gathered in the Summer months for 
release in seasons of limited sunshine." 
































Democrats And Spendocrats May Be “In « Bind” 
Meaning, of course, that the upcoming 
post-convention session of Congress may 
prove fruitless for furtherance of welfare 
State programs still hanging fire. Senate 
comes back on Aug. 8, the House on Aug. 15. 
Five bills — opposed in their present form 
by the White House — are a farm program, 
medical care for the aged, Federal aid to 
education, a $1.25 minimum wage bill, an 
over=-generous housing program. 

Both Houses will be in a rush to leave 











party politics of the Presidential campaign. 
Because of the wide gap between reassembly 
of the two Houses, it is not seen that 
agreement on the five programs can be 
reached before "sine die" adjournment or, 
if agreement is reached, that Congress will 
stay in Session for 10 days to over-ride 
Presidential vetoes. After such adjournment, 
the President's "vest pocket" veto powers 
eliminate necessity for a formal veto 
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have let the Democrats know they are plent’ 
angry even though Hoffa and his union 

were long ago expelled from the major 
organization. 

Hoffa, according to the labor big-wigs . 
is directly responsible for enactment of 
the Landrum-Griffin labor reform law, ergo 
any further airing of his shenanigans at 
this time could only serve to further 
blacken the eye of all organized labor, and 
prevent any softening of the Landrum-Griffin 
Act. 

It all very definitely embarrasses the 
Democratic top brass which is more than 
grateful for AFL-CIO's fairly solid 
endorsement of the National ticket, even 
though the No. 1 man is Sen. John F. Kennedy 
who they feel "let labor down" when he failed 
in House=-Senate conference to eliminate 
highly objectionable features of L-G. 

That McClellan will back down is 
doubtful, despite enormous Party pressures 
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to put "the show on ice" until next year. the t 
It would be unfair to class the Arkansan as lishe 
anti-labor; he is primarily concerned with majo 
Hoffa's legal maneuvers since a Federal oy 
District Judge appointed a Board of in th 
Monitors to clean up the teamsters union. A 
So far, Hoffa has successfully held command part 
of his own fortunes — and those of his mani 
P P P ‘ dowr 
giant union. And he continues to enjoy notic 
the loyalty of the majority of his Pure 
rank—and-—filers. were 
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THE RAIL EQUIPMENT COMPANIES “4g 


TO IMPROVE THEIR POSITION 


—How Do They Fare Individually? 


By JOHN E. FULLERTON 


ITH the exception of the dismal ’30’s, a drop 

in railway transportation equipment produc- 
tion always has been followed within one to two 
years by a sharp increase in activity. This has been 
the trademark of the industry. However, the estab- 
lished pattern would appear to be on the way to 
major disruption in 1960. After experiencing lean 
years in 1958 and 1959—by the business recession 
and steel strike, respectively—a third slack year is 
in the making. 

A sharp upsurge in incoming orders in the fore- 
part of the year was short lived. Rail equipment 
manufacturers began to experience a decided slow- 
down beginning in the second quarter, and no 
noticeable improvement has been spotted as yet. 
Purchases deferred by the long steel strike of 1959 
were expected to bolster order backlogs at least 


JILY 30, 1960 


through the first half. This was not the case. In 
addition to the fact that inventories of major cus- 
tomers were not so low as had been previously fore- 
cast, unfavorable rail traffic results immediatel) 
were reflected in smaller purchases from this vital 
source. 

While virtually all of the leading rail equipment 
makers have reduced their dependence on the rail- 
road industry through intense diversification pro- 
grams, the industry still lives on orders from the 
carriers. Fortunes of the latter in turn are guided 
by general business conditions. And, as is well 
known, 1960 has been a dismal failure as measured 
by the glowing estimates of many business fore- 
casters several months back. Steel mill operations 
have contracted uninterruptedly since March, while 
construction activity has fallen short of expecta- 
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ra ' , , : | tions. | 
Position of Leading Rail Equipment Companies signs | 
Ist Quarter —_—— — Full Year — ' tors 
Net Profit Net Per Earned Per Cash Indic. Price Div. bine 
Net Sales Margin Share Share Earn. Per 1960 Range Recent Yied 
1959 1960 1959 1960 1959 1960 1958 1959 Share Div. * 1959-60 Price 9 
(millions)—— % % 1959 AY 
BP TIS TIIIES oiccccscncsscesccceess $185.9! $270.0- 1.4! 1.92 $1.92! $3.64 $6.18 $1.92 $5.56 $2.50 57 - 41% a5 5.6% firn 
W.C. (mil.) ‘58—$55.4; ‘59-$60.8 at 2 | 
PR GEO ccsccccccceccesceccccece 30.3 26.5 3.2 1.8 56 .27 2.32 1.88 2.85 1.00 2234- 15 15 6.6 | clel 
W.C, (mil.) ‘58-$56.6; ‘59-$57.5 } thr ug 
7 es . a a 4 — . n 
AMERICAN BRAKE SHOE ........... 40.3 39.9 4.6 2.6 1.14 .64 2.97 4.72 9.15 2.40 58 - 40% 41 6.C are x 
W.C. (mil.) ‘58-$42.8; ‘59-$45.2 ing of 
wee ype aes a , seme = e — a" aa 4 “ = apcig’ ai . oul oo 
AMER. STEEL FOUNDRIES .......... 48.6% 58.85 4.4 6.0 833 = 1.228 1.75 2.44 4.08 1.60 39%- 22% 27 5. fre h 
W.C. (mil.) ‘58—$27.5; ‘59-$38.2 n 1 
— . — . — — a ———— 0 } 
IIT NII cise coceniisichmindieinndeeiadantala 79.8 96.1 5.2 3.0 -94 .63 33 2.41 4.31 1.00 3134- 167% 17 5. sta ‘t 
W.C, (mil.) ‘58—$62.7; ‘59-$62.5 pe ts 
GEN, AMER. TRANS. ................... 45.6 62.3 8.5 8.3 74 .92 3.03 3.10 5.50 2.10 80'2- 51% 72 2.9 to 70,' 
W.C. (mil.) ‘58—$70.7; ‘59-$66.3 tic 1 Ww 
GENERAL RAILWAY SIGNAL ..... N.A. N.A. N.A. N.A. .33 43 1.60 2.02 2.31 1.50 39V4- 26% 31 4.8 nh 
W.C. (mil.) ‘58—$11.8; ‘59-$11.4 th p 
~~ a > 1p! 
00, Ws I se esnsinconcasensns 21s 218% 54 37 159% «1.11% 1.42 3.07 4.70 1.60 34%4- 23% 26 6.1 = * 
W.C. (mil.) ‘58—$17.1; ‘59-$18.4 he S 
se eV 
NORTH AMERICAN CAR ............ 43 N.A, 16.2 N.A. .53 52 2.04 2.36 5.25 1.40 45\4- 24% 40 3.5 tue 
W.C. (mil.) ‘58—$6.6; ‘59-$6.0 in th 
eee snnetianee 8.2 8.0 5.2 3.3 74 46 1.48 2.19 2.83 1.50 28%4- 1934 20 7.5 n Vv 
W.C, (mil.) ‘58—$10.1; ‘59-$10.3 of th 
EERE SEES ae ere re 94.5 110.8 2.9 3.0 .60 72 1.82 2.94 4.07 2.00 37%- 29 32 6.2 down 
W.C. (mil.) ‘58-$126.6; ‘59-$122.5 elip, 
LL Se 4.6 83 36 7.5 14 52 13 81 1.27 1.00 21%- 12% 15 66 ey clie 
W.C. (mil.) ‘58-$9.9; ‘59-$9.6 On 
“Wal 
SYMINGTON-WAYNE ................. 9.1 12.4 2.5 3.2 14 25 1.02 1.10 1.65 .80 15 - 10% 13 6.1 . ht 
W.C, (mil.) ‘58~$15.8; '59-$16.4 sient 
a ul 
UNION TANK CAR ........000.......... 22.9 26.7 5.7 7.4 41 56 2.16 1.86 5.26 1.60 3734- 29% 31 5.1 the f: 
W.C. (mil.) ‘58—$24.8; ‘59-$31.2 i} val 
WESTING AIR BRAKE ................. 41.9 46.7 4.7 4.3 47 48 2.10 2.71 3.87 1.20 3812- 25% 27 4.4 | from 
W.C. (mil.) ‘58—$98.0; ‘59-$100.8 busin 
YOUNGS'TN ST. DOOR .. ——a  * N.A. N.A. N.A. N.A. N.A. 1.00 2.30 2.75 1.50 25%4- 19 19 7.8 not b 
W.C. (mil.) ‘58—$10.5; ‘59-$11.2 is in 
W.C.— Working capital. 1__Fiscal year ended 4/30/1959. + 6 months. At 
N.A.--Not available. 2 Estimated fiscal year ended 4/30/60. cloud 
*Based on latest dividend reports. 3__6 months ended March 31. than 
ACF Industries: After experiencing two relatively poor years, the com- North American Car: Record caraings of $2.75 are etinated for the A ml 
pany should record good profits recovery in fiscal 1960-61. The stable company this year, mirroring an enlarged car fleet and increased rates e] 3’ ] 
car leasing division continues to expand. B3 Expanding piggyback operations are a plus factor. B81! 
Alco Products: Reflecting the slow upturn in capital goods volume this Poor & Co.: Lower heavy industry activity this year will restrict profits pace 
year. lower profits are indicated. Long-term prospects hinge on success improvement for this producer of railway track and maintenance sup buvil 
in diversification. The $1 dividend should hold. C4 plies as well as wide industrial lines. Dividends are considered currently 
Vo ov 
American Brake Shoe: Rail equipment volume has been reduced to about cafe of SIM querterty —_ c : : P v's 
40% of annual sales, reflecting diversification into automotive, con Pullman: Leading railroad car builder has interests in engineering and eontl 
struction and machine builder lines. Strikes at several plants, plus slow construction fied. Company is also second largest highway trailer pro ] 
incoming rail orders, will dampen 1960 results. B4 ducer. Finances are strong. Moderate profits gain is indicated for 1960, W 
‘ and dividends are secure on recently split shores. 61 
Americon Steel Foundries: New business endeavors have enabled the p sty 
company to reduce rail equipment sales and lessen to some degree wide Stanray (formerly Standard Rwy. Equipment): Entrance into the alumi 
cyclical swings of the past. A new steel process holds good long-term num and fiberglass boat business enhances the outlook for this producer cor 
potential. Little profits change is in store for fiscal 1960 c2 of railroad car sections. Sharp earnings increment is looked for this li ely 
yeor, ond the dividend will be covered. Cl 
Budd Comp Heavier motor vehicle roduction lus large order for ; “ - - ie . ata ! 
wbwey cors will support increased 1960 eutput. Profits should moder ye Ee a al gD A ' 
ste ty ‘ aes the yeor-earlier level ond a higher dividend is a possi profits ore in store for 1960, and dividend currently appears sofe c) a 
General American Tranpertetion: Expanding leasing operations impart nian, Nant Cer, Sezeral_ ocauisitions in recent years have, changed the 
tability and growth to operations, With manufacturing operations im subject to cyclical business swings. Moderetely higher profits are pro 
. ~om higher « sings ore forecast Al jected for this year, ond the dividend sheuld held 62 Ni 
Conere! Retwey Signet: Witt eee) Sew  EeenD AoW oree Westinghouse Air Brake: in addition te roll ely brakes, compeny hes ' , 
ve ’ me me « ye we very hely Proposed ens “4 terest electror ‘ well equipment end eae compresser ereas ’ 
’ vidend prospects good Cl Litthe ye profits is likely this year, based o- i coming - ! t 
New York Aly Broke ™ ‘ e of pumps fer diverse dustries | fer f low petroleum industry constryction 62 ‘ 
ia te ‘ she business A new trener Veungriews Street Deer Sesulte binge olmeet completely tess tas 
- ’ - ' tle vile nened tee ‘ , ote Sere pretite met erement dicated “i 
ve " ’ ; , ; ae ' ’ ve ; ee? your end dividend t« pevelele c5 
RATINGS A Hest grade | tmprewed eernings trend r 
& Geed grede 2 tweteimed cernings trend 
( Speculative 3 termine: wp trem lows 
o Jnattractive | lewer earnings trend 
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tions. Capital goods expenditures have yet to show 
of turning aggressively upward. These fac- 


sign , , 
tors. along with reduced grain loadings, have com- 
bine! to depress first half rail traffic. 


RAIL PURCHASES OFF 


A recent survey of the leading rail equipment 
indicates that purchases by the rails continue 
at : low ebb. And, while current backlogs are suffi- 
cier. to keep production rolling at reduced rates 
thr ugh the summer, widespread personnel layoffs 
n the cards unless there is a revival in incom- 


firn 


are 

ing orders, One of the best indicators of the business 
out ook for the industry is the backlog of unfilled 
fre zht car orders. As of June 1, the number of cars 
on order totaled 36,000 down from 44,000 at the 


sta t of 1960. Only a few months ago, industry ex- 
pe ts were estimating 1960 freight car output at up 
to 70,000 units. The latest projection is that produc- 
tion will slip to the 56,000 unit level of 1959. 

n line with the disappointing developments of 
th past few months, share-values for most rail 
eq ipment issues have been reactionary. The group 
ha. slipped over 10% from its high mark, while in 
se eral instances, declines have been in the magni- 
tu e of 20-25%. This is a significantly poorer show- 
in. than for industrial shares in general, but does 
no. vary greatly from the historical price pattern 
of the group. When heavy industry activity turns 
down, these issues are liquidated at a much faster 
clip, reflecting their greater dependence on this 
cyclical segment of our economy. 

On the other hand, large capital gains are the 
reward for those nimble speculators who are far- 
sishted and venturesome enough to see and bet on 
ai upturn in heavy industry. Pointing this up was 
the fact that rail equipment issues ran up over 50% 
in value during 1958, when our nation was emerging 
from the throes of the relatively short but severe 
business recession. While an upturn in volume may 
not be far off, there is no indication as yet that this 
is in the offing. 

At the present time, the business outlook is 
clouded. Steel mills are slated to operate at less 
than 60% of capacity for the next several weeks. 
A million or more autos must be cleared from deal- 
ers’ hands, home construction is moving at a listless 
pace and consumers have slowed former eager 
buying habits. And, while ambitious capital im- 
provement programs have not been sidetracked, a 
continuation of the present uncertainty undoubtedly 
will begin to result in budget cutbacks or at least 
postponement of plans. Of course, with personal 
income running at a record rate, Congress is not 
likely to stand idly by as business ebbs in an elec- 
tion vear, but it is too early to be certain that we 
are heading for a sharp business downturn. 


SUDDEN PICK UP POSSIBLE 


Notwithstanding the uncertain business outlook, 


there can be no disputing the fact that should in 
try activity perk up, the railroads could ente 
t equipment market with a sudden an 
ead surge. As previously pointed out, there ha 
a dearth of purchas for sever onl it 
mated that in order to serve our dvnaam 
the future th, sil inclusts , news 
ram LD 1H new fe yrhit , aT" 
the next cle« ir The natior ay flow? ren? 


is at the lowest point in modern times. Somewhere 
along the line the void will be filled—the timing of 
the upturn remains elusive, however. 

Constantly faced with wide swings in incoming 
rail orders, virtually the entire rail equipment in- 
dustry has undertaken a concentrated effort to di- 
versify operations. Many diverse fields have been 
entered, with most companies remaining in the 
capital goods area. Some firms developed new prod- 
ucts through intense research programs, but the 
main route has been through merger or purchase 
of existing corporations. Several rail equipment 
companies have reached the point where rail busi- 
ness now accounts for well under half of total sales. 


SUCCESS IN DIVERSIFICATION 


In view of the wide shift that has occurred in the 
product lines of individual companies, it would be a 
mistake to analyze industry prospects as a whole. 
While this is true of many industries, it is especially 
applicable to rail equipment manufacturers. A wide 
range of interest is encompassed, with diversifica- 
tion varying within the industry itself as well as 
without. Success in the new endeavors also varies 
from company to company. This is given due weight 
in investor evaluation of the firms’ securities. For 
example, General American Transportation pres- 
ently is selling at about twenty times prospective 
1960 earnings, while Youngstown Steel Door is val- 
ued at only seven times earnings. We shall see the 
reason for the sharp difference subsequently. 

One of the first major equipment manufacturers 
to try its hand at diversification was ACF Industries. 

sack in 1922, the company took its first step toward 
freedom from the swings in rail orders when the 
old American Car and Foundry Company acquired 
the Carter Carburetor Company of St. Louis. The 
latter is the leading independent fuel system manu- 
facturer, and is now an ACF division. 

In addition to being the second ranking producer 
of railway freight and passenger cars, ACF is an 
important leasor of freight cars. This is a profitable 
venture that is growing at a good rate. Other inter- 
ests include the manufacture of pressure 
valves, nuclear and electronic devices. The company 
recently acquired a block of 214,000 shares of Re- 
public Aviation Corp. to effect further diversifica- 
tion. After weathering two consecutive depresse:| 
profits years, a company official recently estimated 
earnings for fiscal 1960-61 at $6 a share, up from 
$3.64 in the preceding year. The stock has above- 
average speculative appeal in the group, provided 
business conditions firm. 

Pullman, the largest builder « 


vessels, 


f rail freight cars, 


initiated its diversification program in 1944 with 
the purchase of the M. W. Kellogg Company. Now 
a subsidiary, this firm is engaged in the designing 
and erection of plants for the petroleum and chemi 
cal industries. Another for rd step was taken 
1951 when Trailmobile w equired, It the s 
md largwest builder of hig! truck trail Mo 
recently the Swindell-Dre er Cory vu TeILllla 
tock transaction. TI hen ‘ 

truct furnace for meta 

! py ry 
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1960 
Earnings-Dividend Outlook Varies Greatly 


for ELECTRICAL-ELECTRONIC Companies 


By WARD GATES 


Covers: 


> The interrelated companies — the glamour group — long-established compa- 
nies in a new phase of growth — electrical controls producers — appliances 


and electrical products makers 


HE electrical equipment industry no longer 

exists, as such, Rather, it is composed of a whole 
series of separate industries, some interrelated, but 
others so far afield that there is little resembhance 
to the field as a whole. 

These differences are more than just words. For 
the various components of the huge complex we cali 
the electrical equipment industry are each affected 
by different economic forces and each has its own 
patterns of development. 

Hence, the breakdown in the accompanying table, 
which separates the various groupings should be 
helpful to investors in appraising the position of 
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the individual companies. This is important, since 
Statistics that cite the enormous growth of elec- 
trical equipment cover up the fact that not all seg- 
ments of the industry are enjoying equal prosperity. 

Even giant General Electric, for example, with 
over one billion dollars in sales from electronic 
equipment, was so severely affected by the poor 
home appliance market, that earnings declined in 
the second quarter of 1960. GE was not alone. Al- 
most all of the appliance makers were hit hard by 
a combination of excessive inventories built up dur- 
ing the steel strike and lower demand as customers 
have held down their purchases of big ticket items. 
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Leading Electrical & Electronic Equipment Producers 

















—_—_———— Full Fiscal Years -— Cash Ist Quarter 
Net Profit Net Per Earn. Net Per Price Div. 
Net Sales Margin Share Per Indic. Share Range Recent Yield 
1958 1959 1958 1959 1958 1959 Share Div. 1959 1960 1959-60 Price % 
-——(Millions)- % % 1959 1960 

INDUSTRY LEADERS: 
GENERAL ELECTRIC .............. $4,120.7 $4,349.5 5.8 64 $2.77 $3.17 $4.53 $2.00 $1.349 $1.26" 99%- 74 88 2.2 
W.C. (mil.) ‘58—$707.4; ‘59—$828.0 
WESTINGHOUSE ELECTRIC ..... 1,895.7. 1,910.7 3.9 aa 2.13 2.43 3.82 1.20 919 1.149 65 - 35% 56 2.1 
W.C. (mil.) ‘58—$729.7; ‘59—$768.0 
ELECTRONIC CONTROLS: 
AMER. BOSCH ARMA ................. 115.8 119.9 4.1 3.0 2.50 1.83 2.35 1.20 76 34 39%- 18% 21 5.7 
W.C. (mil.) ‘58—$18.7; ‘59-$18.4 
eee 282.9 306.0 3.3 3.1 1.01 .93 1.54 .60 All 591 17%- 10% 14 642 
W.C. (mil.) ‘58—$68.03; ‘69—-$91.5 
BECKMAN INSTRUM. .................. 39.8 44.8 42.3 3.9 4.70 1.30 2.46 1.06° 1.75* 103%2- 36% 84 
W.C. (mil.) ‘58—$7.7; ‘59—$13.7 
BENDIX AVIATION ..................... 623.7 689.7 3.4 3.9 4.18 5.37 7.20 2.40 2.15% 2.18% 89 - 57% 64 3.5 
W.C. (mil.) ‘59—$132.7; ‘59—$141.2 
ee 76.6% 90.64 7 2.5 .624 2.48% 2.54 1.20 N.A. N.A. 49%- 34 42 2.8 
W.C. (mil.) ‘58—$21.7; ‘59—$22.1 
GEN, PRECISION EQUIP. ........... 168.3 215.5 1.8 1.9 4.74 2.63 7.63 1.00 57 86 66%- 31'2 57 17 
W.C. (mil.) ‘58—$49.4; ‘59—$59.4 
8 een 687.4 765.6 3.8 3.9 1.81 1.87 3.64 1.00 36 38 46%4- 27% 40 25 .- 
W.C. (mil.) ‘58—$233.9; ‘59—$222.2 
LITTON INDUSTRIES ................... 83.1” 125.55 4.4 47 1.075 1.625 4.56 1.156 1.299 96 - 36% 81 
W.C. (mil.) ‘58—$23.1; ‘59—-$38.7 
MINN. HONEYWELL REG. .......... 328.4 381.4 6.9 7.6 3.23 4.20 5.73 2.00 85 88 17834-111% 158 12 
W.C. (mil.) ‘S8—$135.3; ‘59—$149.3 
RAYTHEON MBG. ..............ccccceseee 375.1 494.2 2.5 2.7 3.08 3.89 5.22 S 72 56 73%- 35%2 40 
W.C. (mil.) ‘58—$52.8; ‘59-$59.8 
TEXAS INSTRUMENTS .................. 91.9 193.2 6.5 7.3 1.84 3.59 5.68 76 99 256%4- 61% 218 
W.C. (mil.) ‘58—$18.0; ‘59-$27.5 
TUNG-SOL ELECTRIC ................... 59.8 72.3 4.4 3.7 2.67 2.70 5.54 1.40 78 81 54\4- 31\ 33 4.2 
W.C, (mil.) ‘58—$22.1; ‘59—$22.7 
W.C.—Working capital. 1__6§ months ended May 31. 5_Years ended July 31. 
*—Based on latest dividend reports. 2—9 months ended March 31. 5__9 months ended April 30. 
d—Deficit. 3—6 months ended March 31. 7—Paid 22% stock. 
N.A.—-Not available. 4__Year ended March 31, 1959 & 1960. 5__Paid 5% stock. 


96 months. 





INDUSTRY LEADERS 
General Electric: Major factor in the industry. Disappoineing first half 
may mean no earnings progress this year 
Westinghouse Electric: Second only to GE in size, Westinghouse should 
continue the earnings uptrend of recent years. 


ELECTRONIC CONTROLS 
American Bosch-Arma: Poor first quarter due to troubles in the auto 
industry, may hold back full year results. B2 


Avco Mfg.: Company's activities are purely defense work, a factor 
which means greater risks. Current earnings improvement should con- 
tinue. Cl 


Beckman Instruments: Now that transistor division has been sold, earn- 
ings should continue to improve in the current year. 

Bendix Corp.: Major missile, defense and automotive contractor. Promise 
of a better than normal year is threatened by auto slowdown. A2 
Daystrom: Wide diversification in consumer and defense products should 
lead to further earnings gains this year. 


General Precision Equipment: Company hos recovered strongly from poor 
performance record. Last year’s improvement should continue 1 


International Tel. & Tel.: 
participation in all fields of electronics 
years off, however. B2 

Litton Industries: Continued aggressive acquisitions and broadening of 
the earnings base should be reflected in a continuation of higher earn- 
ings trend. 

Minneapolis-Honeywell: High quality, profitable organization. Honeywell 
will better last yeor’s results, but increment will be small. 

1959 soured 
however, 


Far flung empire assures company adequate 
Earnings growth is still a few 


investors on stock 


Raytheon: Disappointing earnings in 
should improve 


High backlogs and aggressive managements, 
results in 1960. Cl 
Texas Instruments: Company's growth record has been exceptional. New 


products and able management will again result in higher earnings. 81 
Tung-Sol Electric: Earnings turned up slightly last year. In 1960 earnings 
may improve if TV tube business stabilizes. B83 





RATINGS: A—Best grade. 
B—Good grade. 
C— Speculative. 
D—Unattractive. 


eon — 


Improved earnings trend. 
Sustained earnings trend. 
Earnings up from the lows. 
Lower earning’ trend. 
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Since little fruitful analysis can be done by treat- 
ing the entire industry at once, we will follow the 
outline in the table, discussing each segment of the 
industry in turn, and pointing out the effect of 
specific conditions on individual companies. 


THE GLAMOR GROUP 


The interrelation of electronics and missiles has 
fascinated speculators and investors alike, leading 
to exceptionally high market activity in these stocks. 
The interest is understandable in light of just a few 
revealing statistics. In 1950, military electronics 
tctalled $500 million. By 1959 the total had jumped 
nine-fold to $4.5 billion and should top $5 billion 
in 1960. 

Of equal significance, is the fact that the growth 
in the last few years has been accomplished without 
large upgrading in defense spending. Instead, more 
and more budgeted funds have been channelled into 
missiles and electronics, swelling the revenues and 
the backlogs for the companies. 

General Electric and Westinghouse, of course, have 
been in the vanguard in this field, but a host of 
smaller companies have also cut out important 
places for themselves by concentrating their efforts 
in small areas of the industry. For investors, how- 
ever, it is important to realize that GE and Westing- 
house have already made big strides in applying 
many of the military developments to industrial 
purposes, thus assuring themselves a large stake in 
industrial electronics. Many of the smaller compa- 
nies, on the other hand, have yet to demonstrate 
the ability or the know-how to compete effectively 
in the commercial field where conditions are more 
rugged than in the subsidized government market. 

This has vital long term significance because in 
the years ahead the growth rate of industrial elec- 
tronics will be faster than the military. So far, there 
has been about a five-year lag between military and 
industrial applications of new devices. The time 
period will remain, but the pace of development has 
been so rapid in the last five years that the break- 
through into new industrial products will be breath- 
taking shortly. 

In addition to office automation, private industry 
is now making use of data processing, solid state 
circuits, telemetry and electronic testing. In addition, 
Western Union is building a microwave network 
that will be available to private users as well as the 
military, so that another revolution in private com- 
munications is in the making. 

So far, the pace of industrial electronics has been 
slower for two important reasons. The first, of 
course, is that research and development under 
government subsidy has concentrated on military 
projects. The second, however relates to simple eco- 
nomics. Private industry does not have an unlimited 
budget. Hence new devices are taken on only in con- 
junction with capital spending programs. However, 
the pace will accelerate in the future for reasons 
similar to the recent growth of military electronics. 
In effect, more and more capital spending dollars 
will be spent on electronic equipment instead of tra- 
ditional machinery. 

Since 1950, industrial electronics has grown from 
about $350 million to $1.5 billion in 1959. Obviously 
this represents a much slower rate of progress than 
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is taking place in military electronics. However, in- 
dustry experts expect growth to equal about $5.4 
billion by 1970. This would be 350% higher than 
the 1959 level, whereas military electronics is esti- 
mated at only about 190% higher by 1970. 

Thus in the years ahead, the greatest rewards wil] 
go to those companies with proven commerciai abili- 
ties, while many of the high-flying purely defense 
companies may find themselves squeezed out by tra- 
ditional competitive pressures. 

All of this makes the seasoned companies the best 
vehicles for the average investor. General Electric 
has long demonstrated its money making abilities, 
and its dominance in virtually the entire electrical] 
field. The current small decline in earnings is tem. 
porary and will probably reverse later in the year 
as military shipments rise to higher levels. In addi- 
tion, generating equipment orders for the rapidly 
expanding electric utility industry are again on the 
upgrade, swelling backlogs for these high profit 
products. 

Westinghouse, after several years of labor and 
internal organizational problems, is now once again 
firmly entrenched as the second giant of the indus- 
try. In missiles, electronics, generating equipment, 
appliances and almost every other field of elec- 
tronics, Westinghouse stands near the top. Further- 
more, Westinghouse is a seasoned competitor with 
know-how in both the private and military fields. 

As for the other companies, the years ahead will 
separate the men from the boys. A few, however, 
have already demonstrated their ability to survive 
under all conditions. 

Texas Instruments, for example, has been one of 
the truly great new companies. It has proved its 
ability as a pace setter in new produce development, 
financial soundness and profitability. Moreover, its 
tie-in contract with IBM and other major companies 
indicates commercial savvy. Sales growth, from only 
$24 million in 1954 to an estimated $260 million in 
1960 has been exceptional. And so have profits, 
which were only 40¢ in 1954 and should reach $4.50 
to $4.75 this year. In addition, profit margins keep 
expanding and are now approaching 25% of sales. 

Despite its excellence, however, a price earnings 
ratio of over 40 makes it too rich for most investors. 


The same can be said of Minneapolis-Honeywell, 
long a favorite of this magazine. At 35 times cur- 
rent earnings, however, the company’s excellence is 
too generously appraised unless investors are pre- 
pared to take very high risks. There is no doubt of 
Honeywell’s commercial abilities, but there are 
doubts that it can compete effectively against IBM, 
RCA and Sperry in the business machine field. 
Hence, the enormous investment already made in 
this area may be a source of trouble in the future. 
In fact, profit margins have already dropped off 
slightly, a significant factor for a company that has 
been able to constantly expand its margins until 
now. Earnings well above the $4.20 per share in 
1959 can be expected this year, and some dividend 
liberalization may follow, but there are enough 
doubts about the appliance and business machine 
fields to warrant real caution. 

Beckman Instruments is unique among the glamor 
stocks in that only about 25% of its revenues come 
from government contracts. Its precision instru- 
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ELECTRICAL EQUIPMENT 








Leading Electrical & Electronic Equipment Producers—(Continued) 


Cash Ist Quarter 
Net Profit Net Per Earn. Net Per Price Div. 
Net Sales Margin Share Per Indic. Share Range Recent Yield 
1958 1959 1958 1959 1958 1959 Share Div. 1959 1960 1959-60 Price % 
¢ 1959 1960 








& CONTROLS 
ED hcsctncsnrnnvencereses $531.9 $539.6 3.7 4.2 $2.34 $2.47 $3.50 $1.50 $4.43 $ .28 40 - 26% 28 5.3 
W.C. (mil.) ‘58—$263.5; ‘59-$290.9 
CUTLER-HAMMER .......000.......cc0000 81.0 114.2 5.9 5.9 3.15 4.31 5.91 2.50 88 1.04 96 - 592 88 2.8 
W.C. (mil.) ‘58-$19.6; ‘59—-$24.6 
FEDERAL PACIFIC ELEC. ............. 54.9! 62.7! 5.0 3.7 2.511 1.611 2.27 1.40 1.09" 1.942 31%- 21% 22 6.3 
W.C. (mil.) ‘58—$16.7; ‘59-$19.6 
ROBERTSHAW-FULTON ............... 68.7 79.4 5.8 7.2 2.40 3.35 4.72 1.50 86 50 593%4- 31% 45 3.3 
W.C. (mil.) ‘58—$22.8; ‘59—$23.2 
SANGAMO ELECTRIC ................. 42.4 52.8 3.9 5.7 1.03 1.88 2.92 .90 917 A477 =25\a- 16 17 5.2 
W.C. (mil.) ‘58—$13.1; ‘59-$14.0 
IEEE UI” TIE, sciassinennsssnisinioseees 91.2 110.2 6.4 9.4 1.12 1.95 2.39 1.00 .27 53 37%- 26% 28 3.5 
W.C. (mil.) ‘58—$28.5; ‘59-$35.0 
ELECTRICAL PRODUCTS: 
SI TI cnansdasinisiennnesiasisabbisnian 105.7 123.0 9.3 10.4 2.91 3.92 4.83 2.25 .98 1.02 45%- 2234 34 6.6 
W.C, (mil.) ‘58—$23.7; ‘59-$25.0 
McGRAW-EDISON ....0. 240.8 283.8 4.3 5.3 1.84 2.69 3.85 1.40 A7 .57 4834- 33% 34 4.1 
W.C. (mil.) ‘58—$83.2; ‘59—-$88.9 
RELIANCE ELEC. & ENG. ............ 70.6% 79.93 5.3 5.3 2.913 3.24% 5.06 1.80 1.364 1.81% 73 - 42% 60 3.0 
W.C. (mil.) ‘58—$22.8; ‘59-$24.3 
dL ee . 118.99 127.4° 8.6 9.3 3.325 3.80° 5.10 1.65 N.A. N.A. 67 - 49 49 3.3 
W.C. (mil.) ‘58—$47.3; ‘59-$54.1 
EE SI nininccsiciinntints 404.6 430.5 2.5 47 1.54 3.18 5.21 1.40 79 .62 39%4- 238 24 5.8 
W.C. (mil.) ‘58—$74.1; ‘59-$85.2 
W.C.—Working capital. !__Year ended June 30. 5_Year ended March 30, 1959 & 1960. 
*—Based on latest dividend reports. 29 mos. ended March 31. 6 _Plus stock. 
d—Deficit. _Year ended October 31. 7—6 months. 
N.A._ Not available. *__6 months ended April 30. 
ELECTRICAL EQUIPMENT & CONTROLS equipment is raising revenues. Better efficiency is helping net. BI! 
Allis Chalmers: Improved generating business is being offset by pocr 
farm market for equipment. Absence of strike should better earnings. A2 CLSCHRICAL PRODUCTS . : . 
: . Maggs . Maytag: Company has continually outperformed industry. This year is 

Cutler-Hammer: Heavy capital spending, plus contributions of new Air- no exception. Expect further improvement. 81 
borne Instruments division will lead to higher per share net. B1 : : ’ : 

sale - ‘ - — McGraw-Edison: Performance for the year will hinge on demand for 
Federal Pacific Electric: Pick up in demand for transformers and high laundry equipment. Small applionces and equipment in good demond 
power equipment is leading to earnings recovery for this well managed but may be offset by the new division 9 ’ 
company. 81 Reliance Electric: Supplies goods for on ital equipment market. Mot 
Robertshaw-Fulton: Poor first quarter leaves entire year in doubt unless end controls on in good demand hy = i pend won e) erate 
heavy appliance business improves. . 95. 
Sangamo Electric: Slowdown in new home building has cut market for Sunbeam: Usually outperforms industry. Specialty small applionce items 
metering devices. Defense business holding up, but not enough to sup- carry high profits for this well run company. 
port earnings. Whirlpool Corp.: Only heavy output through Sears is protecting company 
Square “DD”: Pick up in capital spending and increasing use of electrical from poor appliance market. Earnings will decline however. B4 
RATINGS: A—Best grade. 1—Improved earnings trend. 

B—Good grade. 2--Sustained earnings trend. 

C—Speculative. 3-—Earnings up from lows. 

D—Unattractive. 4 Lower earnings trend. 


























ments have an accepted industrial market, making 
the company a pioneer in this new field. Profits have 
been held back in recent years by a costly attempt 
to break into the transistor field. The recent sale, 
however, of the Shockley Transistor subsidiary 
should free the company of these expenses and allow 
earnings to grow rapidly. 

Sales should reach $55 million in the June 30, 
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1960 fiscal year and earnings will probably climb to 
about $2.30. However, despite the good outlook the 
shares, at over 35 times earnings, contain too many 
speculative risks. Moreover, there is no dividend to 
compensate for some of the danger. 

Litton Industries has used the acquisition trail 
and excellent research and development to become 
a major electronics (Please turn to page 549) 
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Base for Better Days set by 


™ Radio, TV, Broadcasting 
ee and The Movies 


- 
aN By STANLEY DEVLIN 


s) > What the individual companies have done in reorgan- 
izing their income producing assets ... cleaning out 
dead wood ... strengthening their cash position 

& The revival of sales in TV sets . .. color television ... 
benefits from diversified operations 

> Earnings outlook for the individual companies looking 
to 1961 ... those that have already cleaned house 
and are forging ahead ... where progress will be 
slower 

® Comparison of the progress and earnings position of 
the three major networks 


WO important developments dominate the enter- 

tainment industry at the present time, and both 
point to a more pleasant future for both the compa- 
nies and their shareholders. 

The first of these is the virtual marriage between 
the television industry and Hollywood after years 
of bitter enmity. Heeding the old adage that “if you 
can’t lick ’em, join ’em,” the motion picture produc- 
ers have opened their enormous files of old films to 
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Radio, TV, Broadcasting and Movie Companies 
——-— —Full Fiscal Years— - Cash Ist Quarter 
Net Profit Net Per Earn. Net Per Price Div. 
Net Sales Margin Share Per Indic. Share Range Recent Yield 
1958 1959 1958 1959 1958 1959 Share Div. 1959 1960 1959-60 Price % 
(Millions) % % 1959 1960 
| BIE GORI sencesnctssvnnnenceces $170.7 $199.6 $ 8 $2.0 $ .58 $1.71 $ .30 $ .32 29%2- 16% 17 
| W.C. (mil.) ‘58—$38.0; ‘59-$38.4 
AMER. BROAD.—PARA. ............... 244.8 287.9 2.1 2.7 1.21 1.87 $3.47 1.00 54 80 39%2- 20% 36 2.7 
W.C. (mil.) ‘58—$49.6; ‘59—$52.0 
COLUMBIA BROAD. SYS. ........... 411.8 444.3 5.9 5.6 3.01 3.01 4.13 1.40 .87 81 48%4- 35 4) 3.4 
W.C. (mil.) ‘58--$33.7; ‘59-$96.9 
COLUMBIA PICTURES ................. 113.67 115.77 44.3 42.1 41.147 42.107 10 09" 28° 24%2- 14% 18 
W.C. (mil.) ‘58—$46.0; ‘59-$46.3 
Ee —— — 
| EMERSON RADIO & PHON........ 58.4 67.4 2.6 3.9 72 1.30 1.47 4912 4812 26%- 11% 15 
| W.C. (mil.) ‘58—$24.7; ‘59-$26.8 
GENERAL TEL. & ELECTRONICS . 895.1 1,086.0 6.6 6.6 -98 1.08 2.18 76 25 .26 34%- 20 29 «24 
W.C. (mil.) ‘58—$154.8; ‘59—$207.1 
ES 58.8 54.4 3.8 5.0 1.50 1.77 80 37%2- 23 28 2.8 
W.C. (mil.) ‘58—$14.1; ‘59-$14.4 
HOFFMAN ELECTRONICS ............ 39.5 46.3 4.3 4.3 1.15 1.31 1.79 60 35 001 43 - 18% 25 2.4 
W.C. (mil.) ‘58—$9.2; ‘59—$7.9 
FRRBIIAVGE, CB, .n.ceccevcrsecssceseeres 82.67 90.6: 3.1 3.7 1.25° 1.44: 4.10 1.00 1.25° 2.045 55 - 24% 46 2.1 
W.C. (mil.) ‘58—$16.4; ‘59-—$17.6 
METRO-GOLDWYN-MAYER ........ 112.3! 130.9! 5.11 dy.9l 4.45! 2.911 3.45 1.20 1.802 1.472 37 - 24% 30 4.0 
W.C. (mil.) ‘58—$75.0; ‘59—-$80.9 
IIIT 1 ntiiintensipeuenuensinenaiaioel 216.6 289.5 3.4 4.8 1.90 3.59 9.04 1.00 68 76 98 - 28% 80 1.2 
W.C, (mil.) ‘58—$54.6; ‘59—$57.0 
Note: See next page for footnotes. 
Admiral: Better market for te'evision sets after several years of declines Hazeltine ‘Comp.: Active seccarch and development tulwarke the. firm's 
will lead to earnings betterment. operations and enhances its earnings potential. 
American Broad oe t: Higher television revenues and growth Hoffman Electronics: Increased star up costs of new facilities and ship- 
of investments will lead to continued improvement. 1 ment delays will lead to sharp dedine thle year p 
Columbia Broadcasting: Absence of outside sources of earnings will limit : . ; ; = , 
earnings growth. Nevertheless some improvement is likely. Magnavox: Entry into electronics and continued success in television field 
Columbia Pictures: 1959 was first profitable yeor since 1957. In 1960 will lead to big jump in cornings this yeor. 6! 
profits should again be seen, but not at former levels. C3 Metro-Goldwyn-Mayer: Big hits such as “Ben Hur’ and ‘Bells Are Ring- 
Emerson Radio: Attempt to expand into electronics will keep earnings ing’’ will be substantial source of earning power this yeor and next 
growth to modest proportions at best. 2 Look for sharp improvement. B81! 
General Telephone & Electronics: Company is major telephone company Motorola: Company in a sharp upward earnings trend. Better earnings 
and growing fector in electronics. Stable earnings expected this year. A2 and possibly further dividend increases may lie ahead. 81 
RATINGS: A—Best grade. C--Speculative. 1—Improved earnings trend. 3—£arnings up from lows. 
B—Good grade. D—Unattractive. 2—-Sustained earnings trend. 4—Lower earnings trend. 
—_—— 





the television networks and have reaped, and stand 
to gain in the future, enormous profits from these 
long dead assets. 

For many of the movie companies the sale of old 
films, and the eventual rental or sale of more recent 
pictures represents a new lease on life. Theatre 
attendance has dropped tremendously in recent 
years, and despite the success of spectacular films 
such as “Ben Hur” and the “Ten Commandments,” 
there is little likelihood that the movie will] ever 
again regain its former place as a twice-a-week 
entertainment habit. Television, however, once con- 
sidered the principal enemy and source of all the 
industry’s woes, has opened up new vistas. For not 
only does it provide an enormous audience for old 
films, but also the largest possible potential audi- 
ence for new films once Pay-TV becomes established. 

But although the film-tv merger is of vital im- 
portance to both industries, there is also a second 
factor that today dominates the television industry. 
This is the simple fact that first-generation tele- 
vision sets have now become virtually obsolete. As 
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a result, for the first time in several years the 
demand for new sets is strong—strong enough to 
bring hope of better days for the set manufacturers. 
And this time the field is much smaller than the 
polyglot industry that provided sets in all shapes, 
sizes and prices a decade ago. 

The relentless force of competition has beaten 
down the fly-by-night and the inefficient operators, 
leaving the field to a few dominant companies that 
should now be able to profit from the new surge in 
demand that began recently with the dramatic up- 
swing in color television sets. For six full years 
RCA has suffered from public apathy toward color. 
Now, set sales have zoomed by 300 percent, a large 
gain percentage-wise, but actual volume is still 
modest. 

Obviously, there are many reasons for this, but 
the most important can be summed up this way: 

While the old set performed creditably, many 
viewers felt it was adequate, especially when the 
low quality of program was considered. Now, how- 
ever, the old set has stopped working at just the 
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Radio, TV, Broadcasting and Movie Companies —(Continued) 





Cash 
































W.C. (mil.) ‘58—$52.9; ‘59-$61.4 


——Full Fiscal Years ~-—- Ist Quarter— 
Net Profit Net Per Earn. Net Per Price Div. 
Net Sales Margin Share Per Indic. Share Range Recent Yield 
1958 1959 1958 1959 1958 1959 Share Div. 1959 1960 1959-60 Price % 
(Millions)— — % % 1959 1960 

PARAMOUNT PICTURES ............. 101.8 111.8 12.3 6.7 2.60 2.62 5.11 2.00 2.11 1.02 654- 39% 56 3.5 
W.C. (mil.) ‘58—$67.3; ‘59-$71.8 
IE IIIT... ocncsinciicetanciediundieacents 351.0 397.8 8 1.8 61 1.67 3.05 .37 .37 38M%4- 21 27 
W.C. (mil.) ‘58—$78.7; ‘59—$100.5 
tReet tence enn orem 1,170.6 1,388.4 2.6 2.1 2.01 2.59 4.46 1.009 88 85 78%- 43% 64 1.5 
W.C. (mil.) ‘58—$307.9; ‘59—$316.1 
II, incictnnincticinncncannnsi 33.4 28.2 44 3.1 54 24 .94 1.00 1712 «(4012 11%- 7% 11° 9.0 
W.C. (mil.) ‘58—$5.7; ‘59-$6.1 
TWENTIETH CENT-FOX FILM ...... 123.5 118.7 6.1 3.5 3.31 1.78 2.13 1.60 41 69 432- 29 36 4.1 
W.C, (mil.) ‘58—$73.0; ‘59-$78.3 
UNITED ARTISTS CORP. ............. 84.0 95.0 4.4 4.3 2.71 2.47 1.60 51 47 32%4- 34% 26 6.1 
W.C. (mil.) ‘58—$25.1; ‘59-$33.9 
UNIVERSAL PICTURES ................. 56.6 52.6 42.1 2.0 41.52 95 1.65 1.00 4.683 4.043 41%2- 25% 39 2.5 
W.C. (mil.) ‘58—$31.5; ‘59—$32.6 
WALT DISNEY PRODUCTIONS ... 48.54 58.44 7.9 5.6 2.51% 2.15% 4.20 409 575 4.065 59%- 27% 31 1.2 
W.C. (mil.) ‘58—$15.6; ‘59-$13.6 
WARNER BROS, PICTURES ......... 70.0! 87.0! 41.4 1.8 a591 5.911 654 1.20 2.926 2.286 50%- 24% 41 2.5 
W.C. (mil.) ‘58—$34.7; ‘59-$44.6 
I I isicieiiseisensaiscsnsasientisinin 195.0 260.0 6.2 6.3 4.10 5.63 6.08 3.00 1.12 1.30 136%- 59% 116 2.46 





-Year ended August 31. 
~28 weeks March 31. 
~26 weeks April 30. 
—Years ended Sept. 30. 


W.C.— Working capital. 
d—Deficit. 
*—Based on latest dividend reports. 


1 
2. 
3 
4 

Paramount Pictures: Despite revenues from sale of old films and entry 
into electronics, earnings will decline in 1960. B4 

Philco: Year started off poorly for Philco, but second half improvement 
especially in transistor division should lead to betterment. 

Radio Corp.: Disappointing second quarter, changes outlook for company. 
No more than earnings on par with last year now likely. 

Republic Corp.: Combination of film processing and plastics molding is 
finally clicking. 1960 will be best earnings year. Cl 


Twentieth Century-Fox: Revenues from old films, new pictures and oil 
wells will lead to good recovery trom last year’s poor performance. BI 


8—9 months March 31. 


9_Plus stock. 
10__5% stock. 
11_3% stock. 
12_6 months. 


5—26 weeks April 30. 
6—6 months ended March 1. 
7—Year ended June 30. 


high. Little improvement this year, however. B2 


Universal Pictures: Major hit pictures this year will add to company’s 
lustre. In 1959 it was industry’s most profitable. B1 


Walt Disney Prod.: Cancellations of several television programs will hurt 
earnings in 1960. 100% ownership of Disneyland will serve as only 
partial offset. B4 

Warner Bros.: Company's earnings fluctuate wildly. Last year’s big prof- 
its will not be repeated, but stil] 1960 will be one of Warner's better 
years. C4 

Zenith: Top quality producer, earnings will grow from set revenues. If 
pay-TV comes through, revenues will zoom. Al 





United Artists: Unique operation keeps costs down and profit margins 


C—Speculative. 
D—-Unattractive. 


RATINGS: A- —Best grade. 
8—Good grade. 








—Improved earnings trend. 
Sustained earnings trend. 


3—£arnings up from lows. 
4— Lower earnings trend. 




















time that a host of old memories are about to burst 
forth on the home screen. To a generation of adults 
raised on Clark Gable, Garbo, Judy Garland and a 
host of other screen greats, the chance to see the 
favorites of their youth in color or in black and 
white is almost irresistible. 

Add to this the lure of newer films for the younger 
set and you go a long way toward explaining the 
resurgence in television set sales. In effect, it is no 
accident that sales have been on the upgrade ever 
since the movie industry settled its strike with the 
actors over television rights to films produced after 
1948. This settlement opened the door to vast poten- 
tial markets. 


IMPACT ON MOVIE MAKERS 


It is worthwhile to study the impact of this new 
development on each of the three industries in- 
volved: the picture makers, the telecasters and the 
set manufacturers. 

For the movie producers there has always been 
investment attraction in their large backlogs of old 
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films. Until the advent of widescale television broad- 
casting, however, there was no way to convert these 
assets into ready cash. The re-release of films, 
though profitable, was a one-at-a-time, slow process. 
Now, however, most of the companies are in a posi- 
tion to cash in these assets at 100% profits, because 
the cost of production has been written off for many 
years. 

The actor strike has been over only a few short 
weeks, but already deals for the disposition of post- 
1948 films are in the making. Moreover, this time 
the film makers are in a better financial position and 
are thus able to drive harder bargains. 

Warner Bros., for example, is currently in nego- 
tiation with Creative Telefilms, a Canadian firm, 
for the distribution of its later films. However, in 
all probability the deal will not involve the outright 
sale of these films, as most of the earlier deals did, 
but rather the rental for specific period of time. The 
present pact is estimated at $10 million for rental 
right, but Warner Bros. will still own the films and 
may be able to make (Please turn to page 550) 
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OUTLOOK MIXED for 
BUSINESS MACHINE 
INDUSTRY 


By W. A. HODGES 


®& Vigorous competition as new entrants invade markets 
of major electronic producers 

& Struggling smaller companies still involved in solving 
problems 

& Earnings-dividend outlook for the individual compa- 
nies ... showing which have an investment status — 
where highly speculative 


EW industries in recent years have generated as 
much excitement and confusion as the office 
equipment field. The excitement, of course, comes 
from the virtual revolution these amazing machines 
have wrought on the domestic business scene. The 
confusion stems from the flood of machines now 
hitting the market as company after company 
rushed to cash in on the enormous demand. 
Moreover, industry lines are becoming blurred. 
Just a few short years ago, International Business 
Machines was practically alone, except for Sperry- 
tand, the developer of Univac. Today, however, 
just about every conventional business machine pro- 
ducer is in the field, as well as others not usually 
associated with electronic brains. RCA, for example, 
is fast becoming one of the largest producers of 
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business machines, while Minneapolis-Honeywell is 
growing rapidly with several successful data sys- 
tems. 

The excitemezt generated by the field, however, is 
much more substantial than the profits, so far. As 
industry after industry, from banking to railroad- 
ing, has recognized the benefits to be derived from 
the use of these machines, demanc has risen sharply 
pushing revenues to dizzying heights. However, the 
market is rapidly being divided up among an in- 
creasing number of producers, none of whom are yet 
finding any real benefits in the profits column. 

There are several reasons for this. First of all, 
development costs have been extraordinarily high. 
In addition, most companies, such as Burroughs and 
National Cash Register, have been faced with the 
problem of retraining their entire sales staffs to 
meet the challenge of the new machines. 

Secondly, the companies have been forced to raise 
enormous amounts of new capital in order to break 
into the field. Large computers are not cheap. IBM 
just introduced its “Stretch” which sells for over 
$10 million. Since few users can afford these out- 
lays, or are willing to run the risks of obsolescence, 
it has become necessary for the producers to rent 
the machines. This requires huge capital since the 
investment must be recouped over a number of 
years instead of from outright sale. 

The leasing process will probably lead to larger 
profits in the long run for those companies able to 
survive the rigorous initial trial periods, but the 
road will be a rocky one. 

Fortunately, the maior producers have passed 
through their first real challenge. Developmental 





costs, while still high, can now be offset in part by 
the actual delivery of machines to customers. Order 
backlogs are high, shipments are rising impressively, 
and profit margins are beginning to widen. But 
overall profits are still pathetically small. 

As a counterbalance to the widening profit mar. 
gin picture, it must be pointed out that troubles are 
beginning to arise that will bear close watching in 
the future. Burroughs was the first to be caught, but 
others will probably experience similar problems. A 
huge computer system delivered to the Navy’s Nor- 
folk Base has caused so much trouble through 
breakdowns that the Navy is rumored to have can- 
celled the entire project. In collars and cents the 
less to Burroughs is not great. But the prestige cost 
may be immeasurable. In a highly competitive field 
this one factor could spell disaster. 

Burroughs has pioneered in bank automation, 
capitalizing on its long established reputation with 
the banks for high quality products. As a result, the 
new order position has built up impressively in the 
past year leading to the conclusion that profits 
would begin to climb once shipments commenced. 
There is no need to alter that prediction for the 
moment, but the future could dim if the Navy’s 
experience encourages potential buyers to turn else- 
where. National Cash Register, to name only one 
has a banking system competitive with Burroughs 
and could benefit from the other’s misfortune. 

Actually. the current difficulties are a piece of 
bad luck. Burroughs is a well managed company. 
Although it entered the electronic field late, its prog- 
ress has been impressive and the acceptance of its 
machines enthusiastic until] now. 



























































Position of Leadina Business Machine Companies 
———Full Fiscal Years — sa Cash 
Net Profit Net Per Earn. Ist Quarter Indic. Price Recent Div. 
Net Sales Margin Share Per Net Per 1960 Range Price Yield 
1958 1959 1958 1959 1958 1959 Share Share Div. * % 
—(millions)—-_  %  % 1959 1959-1960 
ADDRESSO-MULTIG. ................ $128.51 $132.1! 7.3 7.4 $3.95. $3.22! $4.12 $1.192 $1.522 $ 756 94 - 63 78 J 
W.C. (mil.) ‘58—$36.7; ‘59-$49.0 
BURROUGHS CORP. .................... 292.6 358.1 2.1 2.0 0.97 1.6219 2.95 0.499 0.769 1.00 40%- 2834 36% 2.7 
W.C. (mil.) ‘58—$102.5; ‘59—$104.8 
COMPTOMETER CORP. ............... 11.5 19.2 42.0 415 40.54 40.37 — 0.09 0.21 — 20 - 13 14% — 
W.C. (mil.) *58-$5.19; '59-$5.21 
INT. BUS. MACHINES ............... 1,171.8 1,309.8 10.4 11.0 6.93 7.97 19.24 3.519 4.199 3.00 542%-407% 521 .06 
W.C. (mil.) ‘58—$378.4; ‘59—$416.3 
NATIONAL CASH REG. .............. 393.7 419.1 3.9 4.6 2.19 2.52 5.08 0.48 0.43 1.20 70%- 55% 60% 2.0 
W.C. (mil.) ‘58—$89.8; ‘59-$92.6 
III xt <aisancssnsintasesiuniniaie 51.3 57.5 8.6 7.0 1.07 1.01 2.08 0.26 0.27 0.60 43'2- 31 39% 1.5 
W.C. (mil.) ‘58—$7.4; ‘59—$12.5 
ROYAL McBEE CORP. .................. 101.9! 103.6! 3 12.4 +40.051 0.62! 2.30 0.192 0.502 — 21%- 15% 16% 
W.C. (mil.) ‘58—$20.1; $19.9 
SMITH-CORONA MARCH ........... 87.13 90.43 2.5 6 1.38% 0.30 1.14 0.19% 0.674 -- 18%- 12% 16% 
W.C. (mil.) ‘58—$33.2; ’59—$41.6 
SPERRY RAND CORP. .................. 989.6° 1,173.15 2.7 3.2 0.96 1.305 2.06 N.A. 0.13 0.80 26%4- 20% 25 3.2 
W.C. (mil.) ‘58—$296.8; ‘59-$293.9 
UNDERWOOD CORP. .................. 72.4 76.2 4949.9 4185 49.35 414.30 -- 0.01 42.05 — 48%- 24% 45% — 
W.C. (mil.) ‘58—$37.9; ‘59—$30.3 
W.C.—Working capital. 1_Year ended July 31. 6_Plus stock. 
+—included special items. 29 months ended April 30. 7—Dividend omitted 3/19/59. 
*—Based on latest dividend reports. 3—_Year ended June 30. 8_Dividend omitted 6/30/59. 
d—Deficit. 49 months ended March 31. 9—First 6 months. 
5—Years ended March 31. 10__Before special charge of $.55 a share. 
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Hence the company’s operations have been look- 
ing up. Sales revenues have enjoyed a constant 
upward trend in view of the continued good demand 
for conventional business machines. Profits, on the 
other hand have been depressed because of the enor- 
mous research and development funds poured into 
electronic computers. Now, it appears that the pay- 
off is in the offing. Earnings jumped to $1.62 last 
year from only 97¢ in 1958. Moreover, earnings for 
the first half of 1960 rose to 76 cents, from 49 cents 
a year earlier. For the full year 1960, earnings 
should top $2.25 per share, providing adequate cov- 
erage for the $1.00 dividend. 

However, this performance is based on orders 
already on the books. If the unhappy experience 
with the Navy should affect other potential custom- 
ers, Burroughs could have difficulties. Under the 
circumstances we would not look for any increase 
in the dividend payout until the situation is clarified. 


COMPETITIVE COMPUTERS 


For the other companies in the industry problems 
are not quite so specific. Nevertheless, they all suffer 
from the pressures of competition and the innova- 
tions constantly pouring out of research laborato- 
ries. No sooner is one machine perfected then an- 
other is developed which can co the same job faster 
and cheaper. Hence, all the companies exist in a 
highly charged atmosphere in which the need to 
compete successfully technologically is more impor- 
tant than earnings from these operations. In effect, 
everyone is rushing to keep up with the Joneses, 
but the situation changes so rapidly that no one 
knows where he stands at any given moment. 

No one, that is, except International Business 
Machines. This extraordinary company has been in 
the vanguard of the office automation field since its 
inception. It grabbed an early lead and has held it 
ever since. Moreover, its start was early enough so 
that many costs have been amortized already, allow- 
ing a large percentage of gross revenues to trickle 
down into net profits. The trickle, in fact, is quite a 
flood. since IBM’s pretax profit margins are well 
over 30% and are still on the upgrade. 

Initially, IBM had strong competition from Sperry- 
Rand, whose Univac was among the most successful 
early machines. Somehow, however, Sperry never 
pressed its early advantage. As a result the field 
was left open to IBM. The company took magnifi- 
cent advantage of its position. Sales have climbed 
exceptionally fast, almost quadrupling since 1954, 
and net profits have followed right in line. In 1954, 
for example, net per share. adjusted for stock splits 
and dividends was $2.81. For 1960, we estimate at 
least $9.50 per share. 

As impressive as past performance is, all is not 
completely gravy for IBM. The rate of sales growth 
is slowing down, dropping to 15% last year from an 
average of 22% over the last several years. More- 
over, the company is finally being challenged by 
others. RCA has come up rapidly as a major pro- 
ducer of both machines and component parts. The 
other business machine companies now all have 
operating models available to customers, and several 
other companies outside the industry have made suc- 
cessful invasions. 

Nevertheless, IBM is still the pace-setter. Its back- 
logs are at record levels despite huge increases in 
capacity in the last year or two, and it has not 
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slackened its pace in new product development. 
Aside from the “Stretch” computer just introduced, 
IBM also announced recently the development of 
new crystals for use in data process machinery that 
will cut size, costs and power requirements. 

In addition, IBM has concluded a deal with Texas 
Instruments whereby the major producer of tran- 
sistors will supply most of IBM’s needs for the 
foreseeable future. The absence of a supply problem 
means that IBM will not have to produce transistors 
itself, and can save valuable productive capacity for 
finished products and other components that cannot 
be purchased elsewhere. 

Thus, despite the slowdown in the rate of growth, 
IBM should continue to perform impressively. 

National Cash Register, like Burroughs entered 
the electronic business machine field late in the day. 
But like Burroughs it also had a good bread and 
butter business on which to build a place for itself 
in the new industry. 

The process, of course, has been costly. Develop- 
ment costs for its bank automation “Postronics” 
have penalized earnings growth for the last four 
years, and may continue to do so for another year 
or two. In addition, the company’s working capital 
position has been depleted necessitating new financ- 
ing in the form of $40 million in 434% debentures. 

The new issue doubled National Cash’s outstand- 
ing debt but put the company in a good position to 
exploit the excellent demand for its products. Prof- 
its, however, will still lag. Research expenditures 
have been raised each vear, and will jump again 
this year to over $18 million from $14 million last 
year. Furthermore, National Cash is building up 
its overseas investments, hoping to cash in on the 
move toward office automation on the European 
continent which is beginning to gather force. 

In light of these developments, the recent divi- 
dend increase to 30¢ per share is about the most 
shareholders can expect for a while. Despite the 
new financing, rental operations will incur tre- 
mendous costs before capital outlays are recouped, 
and may thus deplete working capital again in 
the not too distant future. Nationa] Cash, there- 
fore, may again have to come to the market for 
additional funds. 

Sperry-Rand is finally beginning to regain some 
of the ground it lost to IBM when it failed to fully 
exploit Univac. In fairness it should be pointed out 
that the merger of Sperry Gyroscope and Reming- 
ton Rand presented enormous problems that took 
years to iron out. All that is history now, however, 
and Sperry is ready to use its know-how to the 
fullest in gaining a major share of the market. 

Internal management changes at Sperry have 
worked wonders recently. not only in the profit 
column. but also in the development of new data 
processing svstems. What is more, the new prod- 
ucts have led to new orders. so that Sperry’s busi- 
ness machine division is building up order backlogs 
at a rapid rate. 

Because of this change for the better, business 
machines should no longer be a drag on the com- 
pany’s earnings, and may soon even contribute 
profits of their own. 1959 presented signs that a 
turn for the better was in the making. Earnings 
jumped to $1.30 from only 96¢ in each of the two 
previous years, and were (Please turn to page 5&2) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET, 
120 Wall St., New York City 5, N.Y., will answer by mail or telegram, 
a reasonable number of inquiries on any listed securities in which you 
may be interested or on the standing and reliability of your broker. 
The service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject to the following 


conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Confused Investor Seeks Guidance 


“I’m as confused as the little boy who 
dropped his bubble gum on the hen 
house floor! So many good American 
companies look alike to the novice in- 
vestor. 

So I’m finally taking you up on your 
Dec. 30 offer to review three securities 
for me. Actually there are five I ques- 
tion on my list of 47, but if you want 
to advise me on only 3 OK. 

A list of my stock holdings and a 
financial statement is enclosed. With 
the entire picture you can better judge 
the stocks under question. 

I wonder if the 4 stocks marked with 
the pencilled X are the best I could 
have for my purpose, or if you have 
any disturbing forecast about any of 
them. Should I drop Liggett & Myers 
and pick up Reynolds Tobacco. Should 
I sell Wrigley and maybe buy instead 
American Chicle? And what is mu 
situation? What do | expect of stocks? 
I’m retired at aae 53. Jealous? How did 
I do it? Easy. Just work like the dick- 
ens for 33 years and then switch from 
steak to hamburg. First retirement pro- 
ject: wife and I single-handedly restor- 
ing this old house, 1810, and develop- 
ing the 40 acres and 2 lakes, which we 
bouaht for a son 19 years ago in anti- 
cinotion of echiering our early retire- 
ment goal. Kept it rented to a farmer 
till now. Proaress to date: completed 
reetoration of lower level. 

Lona range stock philosophu: mazi- 
mum income consistent with safetu. 
nlus enough growth to keep ahead of 
inflation. 

Short ranae goal: 
hamburg to steak. 


switch back from 
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Any ideas? I'll give your reply careful 
thought. 
G. C., Cambridge, Mass. 
We thank you for your very 
interesting letter. We have taken 
into consideration your retire- 
ment at a relatively early age, 
vour very strong financial posi- 
tion with net worth of about 
$300.000 and also taken into ac- 
count vour expressed investment 
objectives. While our Personal 
Consultation Service is confined 
to three listed securities at a 
time, at reasonable intervals. we 
have made an exception in your 
case and looked over your ex- 
tensive vortfolio and our conclu- 
sion is that your selection of sec- 
urities as a whole indicates that 
you are more than a novice in- 
vestor. For the most nart you 
have sound companies in repre- 
sentative industries and diversi- 
fication is fairly good, However, 
as you have stated. some of your 
stocks are speculative in charac- 
ter but these investments are rel- 
atively modest in relation to your 
portfolio as a whole and as you 
are in a position to take some 
speculative positions, we can only 
suggest that these speculative is- 
sues be watched carefully and be 
disposed of at a propitious time. 
Your question as whether you 





Answers to Inquiries... 


oT es * ° ~ 7 





should exchange Liggest & Myers 
stock for Reynolds Tobacco must 
be considered in the light of pre. 
these 


sent market prices for 


stocks. 


We have stated in a recent is- 
sue of our magazine that the ci. 
garette stock group has edged up 
to another new all-time high, 
aided by a continuing moderate 
rate rise in unit consumption, dol. 
lar sales and overall earnings, 
plus current increased appeal of 
income stocks. However, within 
the group, performance is mixed. 
Liggett & Myers and Lorillard 
are well down from earlier highs. 
Prospects for L & M are unim- 
pressive. The group’s rise has 


been accounted for by strength in 


teynolds Tobacco, American To- 
bacco and Philip Morris. Reynolds 


is getting increased acceptance as 
a growth stock, so at present 


price of about 74 the yield on the 


$2.60 annual dividend is about 
344% and by far the lowest in 
the group. However, the com- 
pany is tops in growth of sales, 
profits and dividends. It has best 
operating margin. It has the big- 
gest share of the market and, as 
indicated by superior first half 
mains, seems likely to increase 
further this year. Up for the 7th 
consecutive year, earnings could 
reach the vicinity of $5.10-$5.20 
a share, against 1959’s strongly 
improved $4.45. Another dividend 
boost was recently announced, 
making it 7 years in a row. The 
new rate is $2.60. The stock re- 
mains a good long term holding. 
However, the shares have ad- 
vanced substantially this year 
from a low of 551% whereas Lig- 
get & Myers is only a few points 
above the low of the year. We 
suggest watching these two 
stocks closely and when an ad- 
vantageous switch can be made, 
that is, if there is some temporary 
weakness in Reynolds, then we 
advise the exchange as from a 
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long range viewpoint, Reynolds 
has greater attraction than L & 
M. 

American Chicle has also shown 
greater growth than Wrigley as 
earnings of American Chicle have 
shown a steady rise in each of 
the past 4 years whereas Wrigley 
has shown a moderate decline dur- 
ing the same 5 year period. Of 
course, the better earning pat- 
tern has been reflected in advanc- 
ing prices for American Chicle 
whereas Wrigley has shown a 
moderate decline. American Chicle 
is a sound investment for con- 
servative income and further 
moderate long term appreciation 
possibilities. Here is another in- 
stance where careful watching is 
necessary and if at any time 
American Chicle’s market price 
should soften and an exchange 
can be made at a more favorable 
basis than we recommend that 
this be done in order to improve 
your investment growth pattern. 

We believe your long range 
stock philosophy and short range 
goals are excellent. 

We hope our counsel will prove 
helpful. 


Champion Paper & Fibre Co. 


“I have been a subscriber to your pub- 
lication for about a year now and find 
its contents very helpful. Please fur- 
nish late data on Champion Paper & 
Fibre Co, and oblige.” 


E. L., Bangor, Maine 


_ Champion Paper & Fibre Co. 
is one of the prominent domestic 
producers of printing and fine 
papers and of sanitary paper- 
board for food packaging. The 
company is expanding its foreign 
markets and increasing its pack- 
aging activities and these factors 
plus the regular and principal 
paper business should produce 
further gains over the longer 
term. 

For the fiscal year ended March 
31, 1960, profits were $9.7 mil- 
lion — 26% higher than the pre- 
ceding year. Earnings increased 
to $2.08 per common share from 
$1.64 per share in fiscal 1959. 

Dividends continued at $1.20 
per share of common stock and 
$4.50 per share of preferred. 
After payment of preferred divi- 
dends, the earnings applicable to 
the shares of common stock a- 
mounted to $9,251,000. 

By the end of the fiscal year, 
book value per common share was 
$24.61, an increase of $1.99 per 
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share, 

Despite the competitive market 
of recent years, net sales of 
Champion increased by 15.6%, to 
a total of $195 million. This rep- 
resents the largest annual in- 
crease in tons sold in the history 
of the company. 

Despite this fine sales achieve- 
ment there was a significant gap 
between the increase in sales and 
the total increase in net produc- 
tion. The result was a correspond- 
ing increase in inventory, par- 
ticularly in certain uncoated 
grades produced by the Carolina 
division. Another factor which af- 
fected both sales and production 
was a gradual decline in the prices 
actually received, especially for 
uncoated grades. This was due in 
large part to accepting orders for 
large tonnages of low priced Gov- 
ernment business needed to keep 
the company’s machines running. 
To this should be added the con- 
tinued pressure of the cost-price 
squeeze. Not only did wage and 
pulp wood costs rise, but the com- 
petitive market forced the up- 
srading of certain papers to high- 
er brightness and opacity, with- 
out compensating price increases. 

Paper and paperboard produc- 
tion for the fiscal year showed an 
increase of 17% over the preced- 
ing year. 

Pulp production for the latest 
fiscal year was 11% over the 
preceding year. 

To finance the growth of the 
company and to provide the tools 
and equipment needed for the 
future, $3,922,000 of earnings 
were retained. This amount is 
equivalent to 84 cents per common 
share. 

Shares of common stock out- 
standing increased from 4,408,018 
to 4,682,116 during the year, as 
a result of exchanges of common 
stock for the stock of subsidiaries. 
The exchange of Champion shares 
for shares of subsidiaries did not 
result in a dilution of earnings 
of Champion shares. 

At year’s end, working capital 
amounted to $43,749,000. This 
was an increase of $2,780,000 
from the beginning of the year. 
_ Champion is a major producer 
in a fast growing industry but 
the industry is highly competi- 
tive. 

Scott Paper Company 
“A friend of mine has told me about 
Scott Paper Co, and he stated that this 


company has an exceptional growth 
record. Please furnish recent sales and 


earnings and dividend payments on 
this company and its future prospects.” 
M. S., Burlington, Vermont 
Scott Paper Co. is a prominent 
producer of toilet tissue, paper 
towels and household waxpaper 
and also makes specialty and 
converting papers, facial tissues, 
paper napkins, industrial wipers 
and market pulp. Some of its well 
known trademarked paper prod- 
ucts are Scott tissue, Scott towels, 
Soft-Weave, Waldorf and Scotties. 
The company has acquired other 
companies and the product line 
has expanded and foreign sales 
have also expanded substantially. 
This company has an outstanding 
record of growth and the stock 
has advanced reflecting this ex- 
ceptional growth pattern and the 
dividend yield is low but long 
term growth prospects continue 
exceptionally good. 
Scott Paper Co. announced that 
sales and earnings for the sec- 
ond quarter and first half of this 


year were the highest in its 
history. 
Net income for the second 


quarter amounted to $6,725,075, 
equal after preferred dividends 
to 83 cents per common share on 
7,951,266 shares. This compares 
with $6,026,582 for the second 
quarter of 1959 or 75 cents per 
share on 7,898,965 common shares 
then outstanding. 

Dollar sales for the first 6 
months of 1960 were $157,863,- 
947 or 7.7% over the $145,613,- 
271 reported for the first half of 
1959. Net income before provi- 
sion for preferred dividends in 
the first 6 months of 1960 a- 
mounted to $13,401,935 against 
$11,892,229 in the comparable 
period of 1959, an increase of 
12.7%. Earnings per common 
share at the end of 1960 half-year 
period were $1.66 versus $1.48 
a year ago. 

According to the president of 
the company, “Earnings as a per- 
cent of sales increased from 8.1% 
in the second quarter of 1959 to 
8.7% in the second quarter of 
this year. For the first 6 months 
the profit margin increased to 
8.5% from 8.1% in the first half 
of 1959. These achievements are 
all the more significant in view 
of the intensely competitive 
market.” 

The president expects that the 
full year of 1960 will be the best 
in the company’s history. 

Current quarterly dividend is 
55 cents per share. END 
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Trends 

Up to this writing the high 
point of “the usual summer rise” 
was seen by June 9, with the 
averages (excepting utilities) held 
to the trading range of prior 
weeks. There is still time for 
some late-July or August better- 
ment — but the industrial and 
rails averages have broken reac- 
tion lows set in late June, indi- 
cating at least a minor downward 
trend and possibly a “secondary” 
sell-off. The only support levels 
of much significance are the May 
10 low for the rail average at 
137.68 (only about 1.2 points 
away at this time); and the in- 
dustrial average’s March 8 and 
May 2 lows at 599.10 and 599.61, 
respectively (the latter less than 
5.1% under the current level). 
Some market analysts cling to 
hope that may be there will be an 
autumn, rather than a summer, 
rise — if business activity im- 
proves materially. But this is 
certainly not “the same old bull 
market” and time may prove 
that, regardless of strength in 
some sections of the list, we have 
for some time been slipping into 
a bear market of indeterminate 
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proportions. Keep in mind that 
the high point for the rail average 
was recorded some 12 months 
ago. for industrials over six 
months ago. 


Foolishness 

tegarding speculative excess in 
“glamour” stocks, a recent wryly 
humorous comment by a promi- 
nent stockbroker seems worth 
repeating here. It concerns an 
imaginary “nice little company 
that’s been making shoelaces for 
40 years and sells at a respectable 
six-times earnings ratio.” The 
thing to do, he added, is to 
“change the name from Shoe- 
laces, Inc., to Electronic & Silicon 











Furthburners. In today’s market 
the words ‘silicon’ and ‘electronic’ 
are worth 15 times earnings. 
However, the real play in this 
stock comes from the word 
‘furthburners’, which no_ one 
understands. A word that no one 
understands entitles you to double 
your entire score. Therefore, we 
have six times earnings for the 
shoelace business and 15 times 
earnings for electronics and sili- 
con, a total of 21 times earnings. 
Multiply this by two for furth- 
burners and we now have 42 
times times earnings for the new 
company. This is simple; anyone 
can do it.”” Well, that is an appro- 
priate, even though exaggerated, 





























INCREASES SHOWN IN RECENT EARNINGS REPORTS | 

1960 1959 

Di I I 24 weeks June 19 $1.45 $ .98 

Mergenthaler Linotype Co. ...........cccccccececeeeees 12 weeks June 5 1.57 1.38 

Wyandotte Worsted Co. oo.......cccccccccccccccesssnseeee Quar May 31 25 18 
Rs Siac riaielcastuleialisiastaalancticasnennsinisesibianabitin 6 mos. May 31 51 Al 
EE eae Se Quar. Apr, 30 78 68 | 

PY Ti TU Te Gn BR cc cvcccccccceccevccccncciccscces 13 weeks Apr. 30 .20 06 

Tennessee Gas Trans. 12 mos. May 31 1.31 93 
I a 12 mos. May 31 2.96 2.83 | 
PO I oannnnssscscccenstsciccecsess Quar, Apr, 30 Al 32 | 
I i a 6 mos. May 31 1.41 1.16 | 
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characterization of some of the 
foolishness that has been going 
on in this market. There is al- 
ways a penalty to be paid sooner 
or later for foolishness in price- 
earnings ratios. 


Shattuck 


Mainly around New York City 
and Boston, Shattuck (Frank G.) 
Co, operates over 50 Schrafft res- 
taurants, most of which also re- 
tail candy, ice cream, baked goods 
and other take-home foods. It has 
a dozen or so non-restaurant 
shops, a sizable catering business, 
and wholesales candies. For 
years, under stand-pat manage- 
ment, earnings were static or 
disappointing, making the stock 
a “do-nothing” issue. But things 
are different now. The company 
has extended its ice cream retail- 
ing to over 800 franchised stores. 
Some 300 Schrafft products are 
sold in new “Quality Isles” of a 
score of supermarkets, with large 
further expansion expected. And 
the company has started fran- 
chising restaurants under the 
Schrafft name on a national scale. 
Profit gained over 32% in 1959 to 
$0.94 a share, best showing in a 
great many years. It should rise 
further this year and over the 
long term. At 1534 in a 1959- 
1960 range of 1914-1214, on a 
$0.50 dividend basis, the stock 
could now be a rewarding issue 
over a reasonably extended period 
of time, 


Where They Stand 


_ Market tops to date were made 
in the forepart of 1959 by the 
following stock groups: building 
materials, gas pipeline issues, oils, 
coppers, aircrafts - missiles, sul- 
phur and sugars. They were made 
during the summer of last year 
— In a few cases with approxi- 


mate double tons around the vear- 
end period, by the following 
groups: air lines, aluminum, auto- 
mobiles, auto parts, chemicals, 
farm machinery, metal fabrica- 
tors. industrial machinery, rails, 
steels. textiles and tires. The 
favored groups in 1960 have heen 
mostly electric utilities, civa- 
rettes. food stocks, soft drinks 
and retail stocks in the defensive 
sector of the market; and, other- 
wise. drugs, electronics, glass 
specialities. motion pictures. of- 
fice equipment (mainly I. B. M.). 
publishing, printing equipment 
and vendine machines. Most of 
these, if not already “through”, 
could be in process of topping out, 
leaving upside tendencies largely 
confined to defensive groups. 


Too High? 


Mead Johnson, best known as 
maker of the Pablum line of baby 
cereals, is a progressive company 
now diversified in an extensive 
line of nutritional products, trade- 
marked pharmaceuticals and 
some ethical drugs, with more 
expansion in the latter probable. 
However, the stock’s big rise 
from 1960 low of 60 to a high of 
117, was due to the spectacular 
commercial success of one new 
over-the-counter product: Metre- 
cal, a powder used to facilitate 
weight control. Earnings were a 
record $3.02 a share in 1959, up 
from 1958’s moderately reduced 
$2.60. They could spurt to the 
area of $4.25-$4.50 a share this 
year, bringing some increase in 
the $1.20 dividend rate. However, 
competitive products, similar or 
equal to Metrecal, are already on 
the market; and others no doubt 
will be introduced. So there is no 
endless vista of fat profits in 
Metrecal. Smart people know 
that. Thus, the stock has already 
reacted to 9914 at this writing; 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1960 1959 
il Quar. May 31 $ .46 $ .88 
OD Wiis GT oases ssscsscnseecsececsensesees 6 mos. May 31 2.01 2.63 
I Quer. May 31 1.17 1.66 
I A 9 mos. May 31 85 2.10 
IY TIE iscsistiicnisshcisiiantibuielosnadasicasnauaiail 4 mos. Apr. 30 53 469 
i Quer, May 31 43 61 
RD ae Pe 5 mos. May 31 59 82 
I 3? mos. May 31 192 2.24 
| aaa eee 6 mos. May 31 2.21 2.63 
I Quar. May 31 46 50 

OE 











but it still looks more than amply 
priced in our view. 


Soft 


Stocks which are currently in 
technically - indicated downtrends 
include, to mention only some of 
the more prominent issues, the 
following: Allis Chalmers. Alcoa, 
Rore-Warner, Clark FEquinment, 
Crane, Dow Chemical, General 
Refractories, Goodrich, General 
Time, Goodyear, Grace, Interna- 
tional Paner. Mack Trucks. May- 
tax. National Distillers, Revere 
Copper, Reynolds Metals, Royal 
Dutch, St. Regis Paper, Square 
D and Union Carbide. 


Support 


Stocks reflecting much better 
than average demand at this 
writing include: American Elec- 
tric Power, American News, At- 
lantic City Electric, Commercial 
Credit, Coca-Cola, Consumers 
Power, Household Finance, Gil- 
lette, Gimbel Bros., International 
Nickel, Martin, Procter & Gam- 
ble, Reynolds Tobacco, Southern 
Company and Woolworth. 


Some Variations 


In the chemical group the be- 
havior of Diamond Alkali is 
among the best, that of Dow 
Chemical among the least im- 
pressive. .. . In oils the following 
are either appreciably above ear- 
lier lows or have been “making a 
line” for some time: Phillips 
Petroleum, Richfield, Texaco and 
Union Oil of California; while es- 
tablished support bases have yet 
to be indicated for Pure Oil, Kerr- 
McGee, Standard Oil (Indiana), 
Amerada, Tidewater and many 
others. ... In the cigarette group, 
performance of Reynolds Tobacco 
continues to top the other stocks 
“like a circus tent.” The latest 
dividend boost (from a $2.20 to a 
$2.60 rate) was forecast here 
recently. .. . In the metal group, 
one of the best-acting stocks is 
American Smelting, one of the 
worst Vanadium... . There is no 
strength in the tire group, but 
behavior of U. S. Rubber is fair, 
that of Goodrich the poorest... . 
In steel, behavior of Granite City 
and Inland is above average, that 
of Acme, Copperweld and Sharon 
below average. . . .In the retailing 
list, some of the best-acting issues 
are Gimbel, May Dept. Stores and 
Mercantile Stores. END 
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INTERESTING TO 
NOTE — Sharp di- 
vergence between 
industrial output 
and underlying busi- 
ness trends in early 
1960, denoting heavy 
accumulation of in- 
ventories. 
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* Latest figures are preliminary. 


W ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
he dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(+)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from F. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicaton 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of ow 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceed 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Sensitive business indicators continue to show 4 
mixed pattern. In the latest period for which figures 
are available, stock prices and business failures 
have deteriorated ; commodity prices, housing starts, 
average hours worked and nonresidential construc- 
tion contract awards have been about stable; the 
rate of new business incorporations has risen mod- 
estly, and new orders for durable goods have turned 
slightly upward. 

The relative strength measure has fluctuated be 
tween —2 and zero throughout 1960, thus accurately 
recording the stable, noncyclical character of get 
eral business conditions. However, it is worth noting 
that the trend forecaster itself has continued to 
decline sluggishly throughout 1960, and the rela- 
tionship of the trend forecaster to industrial pro 
duction is now suggestive of early 1957, and early 
1953. With the Relative Strength Measure now near 
the minus 2 level, any further deterioration in this 
measure would be suggestive of increasing business 
weakness in the months ahead. 
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CONCLUSIONS IN BRIEF 





pRODUCTION—In a slight, non-cumulative decline. In- 
i ventories of finished goods still rising slowly, but raw 
materials stocks (particularly of steel) are declining. 
General production schedules point to slight further de- 
dine, temporarily augmented by summer shutdowns. 


TRADE—Consumer spending continues high, although 
with some weakness in hard goods. Clearance of auto 
stocks assures large aggregate trade figures into the 
fall; caution beyond that date is in order. 


MONEY AND CREDIT—Availability of funds and interest 
rates easing further. Little evidence of anticipatory de- 
mand for funds. Outlook: barring possible effects of 
world tensions, further easing of the money market into 


the fall. 


COMMODITIES—General wholesale price level remains 
stable but uneasy; pricing of finished goods growing 
increasingly competitive, under the pressure of heavy 
supply. Again excludina international developments, 
further slight easing probable into the fall. 
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~ BUSINESS ACTIVITY 
- M.W.S. Index (1935-1939-100) 











330 




































































‘ + 
310 ; vv 4 
fh | 
300 S r | 
rh | a 
290 se > x - ae a. 
¥ f'| > nt | \ Fag 
a | 3° | 
280 8 SNe a 
1 , | 
sy yy | | 
1 Se 
270 "a v y t ; T 
¥ ’ | | 
~ 4’ | | 
Xia | 
260 ved + +——4 
Y | | 
| | 
i 




















te | 1 
JAN. FEB. MAR APR. MAY JUNE JULY AUG SEPT. OCT. NOV. DEC 





ARLY in the third quarter, business conditions 

are still adrift, without any noticeable trend. 
In all probability, the business situation, already 
rather obscure, will be obscured further over the 
next four months, first by the usual summer lull, 
and then by the fireworks that normally accompany 
a presidential election. This year, the fireworks may 
well be more disturbing to business than usual, in 
view of the reconvening of Congress. Finally, the 
international scene is exerting much more of an 
influence on business sentiment than it has during 
the last several years of ebb and flow in the cold 
war. Put all together, these influences certainly sug- 
gest that business spending over the next six months 
will be kept relatively flexible and uncommitted; a 
fact which itself will tend to retard decisions and 
orders. 

Given the intense uncertainty now surrounding 
the business trend, it may not be profitable to specu- 
late very far into the future. However, the under- 
lying condition of business does suggest a tentative 
hypothesis for the last half of 1960. 


During the summer, it is difficult to see how the 
broad pattern of business conditions can change 
much from the pattern prevailing at mid-year. Cer- 
tainly, the raw figures, unadjusted for seasonal vari- 
ation, do not look bright. The steel rate is running 
at roughly half of capacity and few experts on the 
industry expect any significant improvement before 
the fall. At the same time, automobile production is 
now in its model changeover decline, from which 


(Please turn to the following page) 
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Latest Previous Year 
THE MONTHLY TREND | Unit | Month Month Month Ago 
INDUSTRIAL PRODUCTION* (FRB) ........ | 1947-'9-100 | June 166 167 168 

I TE TRIIO. cscsesccasessnesncovsssenes 1947-'9-100 | June 172 174 179 

Nondurable Goods Mfr. .........ccccsesees | 1947-’9-100 | June 162 161 156 

I sicsccieapncisniintinenieninnincasietinasenimeceiia 1947-'9-100 | June 127 127 129 

PIII” <cssiinnsinssoisinenddncnenisoniaiieinciaa ir Billions June 18.7 18.6 18.2 

RI IIE asitceseincscsacaneanitcnaiecomanne | $ Billions June 6.1 6.1 6.2 

Nondurable Goods ..........::sesessseeeeeees $ Billions June 12.6 12.5 12.0 

Dead Stare Sakae .xccccescescesesescccsceczeccses 1947-'9-100 | June 146 141 144 

MANUFACTURERS’ 

New Orders—Total® .........cccc00 seeseees $ Billions May 30.4 30.4 30.5 
I III icccsnensisancinsnennmnansinainn $ Billions May 14.6 14.5 15.3 
Nondurable Goods ....ccc+-...cccossssssee | $ Billions | May 15.8 15.9 15.3 

III cctiisetenntesatitnadesininintiosaiahinan | $ Billions May 31.0 31.0 30.7 
Durable Goods ...csssssssssssssssssseesseeeees | $ Billions | May 15.1 15.0 15.5 
Nondurable Goods ............cccssseeeee $ Billions May 15.9 16.0 15.2 

BUSINESS INVENTORIES, END. MO.* ... 's Billions May 93.3 92.6 88 3 

IIIT cccctcninnssictintnssinnincenntin |$ Billions May 55.0 54.7 51.6 

I wicssissttincccnesaniscntaeinntinensciia |$ Billions May 13.1 12.9 12.2 

a ES '$ Billions May 25.2 25.0 24.5 

Ne EID scciteiestisscnincinnicticnien | 1947-'9-100 | May 161 159 152 

CONSTRUCTION TOTAL— ...........c000000 's Billions June 53.4 53.9 56.5 

eID salssctsinscatensnnsincinienindipiisintinttin | $ Billions June 38.0 38.1 39.4 
Residential ........::.. . |$ Billions | June 21.1 21.0 22.3 
FE Se caniniennresnion ies '$ Billions June 16.9 17.1 17.1 

Housing Starts*—a | Thousands May 1322 1324 1597 

Contract Awards, Residential—b ....... |$ Millions May 1453 1480 1677 
SE eee See $ Millions May 1884 1880 1865 

EMPLOYMENT | 

BNE IIIT: ccnsisisnencsnssesnenninnniesnannnnian | Millions June 68.6 67.2 67.3 

IE iscssicinssiiisinsniinnicccinvnibiantiinipusetaiiii Millions June 53.3 53.3 52.4 
I i iicsisatinsetniinininicstiisiiiiasaniiaien Millions June 8.4 8.4 8.1 
SE secieicasitaiinsitsicissnseinnisenietiiaaniannidconaega Millions June 11.7 11.7 11.4 
 vicanninniseciinnmnitinoinnnnns Millions June 12.4 12.5 12.6 

SE ID saictnictnsscvstistienisieabnn Hours June 40.0 39.9 40.7 

ID: cennsistnsinsninnmianinn Dollars June 2.29 2.29 2.24 

Weekly Earnings ......0..00.scscccseeee- Dollars June 91.60 91.37 91.17 
ne '$ Billions June 406 405 387 

RG By NOD vcnsesissitnsnntiinsierenenieis $ Billions June 274 274 262 

Proprietors’ Incomes ...........:c00sseeseeeees $ Billions June 61 61 59 

Interest & Dividends ................c:ceeeeee- $ Billions June 40 40 37 

PUT COE sinssccceratvincsnniennnsenns | $ Billions June 28 28 27 

I at a | $ Billions June 17 16 16 

TED | 1947-'9-100 May 126.3 126.2 1240 

Re ee eer ee: 1947-'9-100 | May 1197 119.5 1177 

ec a | 1947-'9-100 | May 108.9 108.9 107.3 

EERE Ae ee OD | 1947-’9-100 | May 131.2 131.4 1288 

MONEY & CREDIT [ 
All Demand Deposits® ............:0000000 $ Billions June 110.1 109.4 112.6 
a ND cccesnsnctnnsnsinsesessosevessanen $ Billions June 97.9 98.0 93.0 
Business Loans Outstanding—c .......... |$ Billions June 32.6 32.1 29.4 
Instalment Credit Extended” ............. $ Billions May 4.2 4.4 4.1 
Instalment Credit Repaid* ................. | $ Billions May 3.9 3.9 3.6 
FEDERAL GOVERNMENT 
TI TD scicciseinintnnntiniensenrvaies | $ Billions May 6.6 5.1 5.4 
Budget Expenditures ............sss-seeeesees $ Billions May 6.1 6.0 6.2 
Defense Expenditures .............scseee $ Billions May 3.8 3.7 3.7 
Surplus (Def) cum from 7/1 .........000. $ Billions May (3.1) (3.6) (14.0) 








PRESENT POSITION AND OUTLOOK) 





it is not likely to recover until deep| 
into the third quarter. These two! 
industries carry a_ substantial| 
weight into total business activity, 
and their concurrent declines wil] 
doubtless influence the general pic. 
ture of the U.S. economy at mid. 
summer. 

In large degree, however, the! 
troubles of these two industries| 
are now seasonal in nature, and it! 
is increasingly probable that both | 
industries will experience a recoy.| 
ery in the fall. 

The summer-into-fall pattern of| 
steel and automobiles is thus v.| 
shaped. Outside these industries, | 
however, the prevailing trends 
seem to be almost exclusively side. 
ways or downward. Sector by see- 
tor, here is a brief review of the 
present concensus on _ business 
conditions. 


RETAIL TRADE. The volume of retail 
sales is now running slightly be-| 
low $19 billion per month. While| 
the pattern by type of goods is! 
extremely mixed, it seems prob- 
able that this aggregate level will! 
be maintained well into the fall.| 


RESIDENTIAL BUILDING. The outlook | 
is for a modest rise in residential | 
construction, principally in re) 
sponse to the easing in supply of) 
funds (which is now well ad-) 
vanced) and a decline in mortgage 
interest rates (which is still in a 
very early stage). Very recently, 
applications for government-guar- 
anteed housing mortgages have 
risen, which is normally a portent 
of a rise in housing starts. 


PLANT AND EQUIPMENT SPENDING. 
This is still rising slowly, although 
the rate of orders in machinery 
industries and the rate of contract 
awards for nonresidential build- 
ings do not suggest a great reserve 
of strength in this area. Particu- 
larly with profit margins tending 
to narrow, the outlook for plant, 
and equipment spending is for no 
better than a plateau in the last| 
half of 1960. 


FOREIGN TRADE. The export sul- 
plus in the first half of 1960 has 
expanded sharply, as exports have 
continued to rise while imports) 
have remained stable and it is pos- 
sible that the export surplus will! 
exnand a little further in the last 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 


In Billions of Dollars—Seasonally Adjusted, at Annual Rates 















































PRESENT POSITION AND OUTLOOK 


half of the year. While the crisis 
stage of contraction in our export 





——1960—— 1959 ion smoanionanth # = : 
surplus experienced in 1959, thus 
tt t Quart : : “a an 
— — —— “4 “a of “| is temporarily over, it is difficult 
— ee : a a — 7 to see the surplus rising much 
GROSS NATIONAL PRODUCT ................... | . ; . aa aah aoa 
Personal Consumption .............. | 321.1 317.0 313.3 303.9 above its present level. 
Private Domestic Invest. ..........ccc00000eeee 79.2 69.7 67.0 70.0 P 
tt i aaitcamertatnaiite | 1.2 —0.6 0.0 —o9 | GOVERNMENT SPENDING. It now 
Government Purchase 98.8 97.4 98.4 97.4 seems increasingly probable that 
Federal eovecccccceseccescoses 52.3 52.7 53.6 53.8 f e d era ] government spending, 
SE TIED scncmcesssienccacmnnsonnsenninnsis 46.5 447 44.8 43.6 which has been subsiding slowly 
PERSONAL INCOME ..............:csssssesees0es 393.1 386.8 381.0 371.8 over the past year, has now turned 
Tox & ae Payments .... R-o4 Bs anne mee a corner and is heading modestly 
Disponsable Income ............... ’ . . . consis cane emmateus . 
Consumption Expenditures 321.1 317.0 313.3 303.9 | Upward. The ena causing this 
Personal Saving—d ..ceccccscesneesseeneene 24.3 23.7 21.9 23.5 | reversal have been a rising order- 
a ana an ing rate in defense, coupled with 
oe 2 some stimulative spending related 
Corporate Taxes .........cerseereee: 22.2 22.6 22.6 h ~ gy 
Corporate Net Profit .... 23.4 23.8 23.8 to the softening of U. S. business 
Dividend Payments ...........s.-ssvssssesesseees 13.6 13.6 13.4 12.8 conditions. Spending by state and 
Retained Earnings ee a 98 10.4 11.1 local governments is continuing to 
PLANT & EQUIPMENT OUTLAYS ............... 35.3 33.6 33.4 30.6 advance, and the combined in- 
crease in spending in the govern- 
THE WEEKLY TREND ment sector as a whole may ad- 
“ eae rere anil vance sizably between now and 
Met ws bay — the fourth quarter of 1960. 
a ae — i at aa all These trends paint a portrait 
MWS Business Activity Index*....| 1935-’9-100 July 9 | 3048 3075 3149 of a generally stable economy, op- 
MWS Index—Per capita* seeceeeeces 1935-'9-100 July 9 | 220.6 222.5 231.0 erating at a high but no longer 
Steel Production % cap. ...... ..- | % of Capality July 16 53.1 42.2 38.7 tet “ "1.2 * Rigg ae 
Auto and Truck Production ........ Thousands | July 16 | 132 110 164 rising lev el. While this Js far 
Paperboard Production ...........-.. Thousand Tons | July 9 175 309 180 from constituting recession, it 
Paperboard New Orders Thousand Tons July 9 183 318 256 ohviously poses the question of 
Electric Power Output® ............-+: 1947-'49-100 July 9 | 2648 267.2 269.0 where business goes from here. and 
Freight Carloadings ............-.+.+++ Thousand Cars July 9 | 456 549 554 ; — the ont ‘bilit a ae , al , 
Engineerings Constr. Awards .....| $ Millions July 14 601 519 447 raises the possibility of gradually 
Department Store Sales ............. 1947-'9-100 July 9 | 109 126 126 accumulating weaknesses as 1960 
Demand Deposits—c ............+++++: $ Billions July 6 57.6 58.6 60.5 moves toward its close. 
Business Failures—s ................... Number July 7 271 278 237 





centers. (na)—Not available. 


(r)—Revised. 


*Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F 


(s)\—Data from Dun 
Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 


. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
Bradstreet. (t)—Seasonally adjusted, annual rate. Other Sources: Federal 
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No. of 1960 1960 1960 (Nov. 14, 1936 Cl.—100) High Low July 8 July 15 
Issues (1925 Cl.—100) High Low July 8 July 15 High Priced Stocks ................. 299.9 271.9 287.8 281.1 
Composite Average 482.5 429.5 447.4 438.7 Low Priced Stocks ...............0000. . 653.8 564.1 575.1 565.5 
4 Agricultural Implements ....... 424.3 346.4 415.7 398.4 S Gold Mining ............0...0.200+. . 1064.2 810.8 871.6 841.2 
3 Air Cond, (‘53 Cl.—100) ...... 130.1 110.9 122.4 119.9 4 Investment Trusts ............ 170.6 145.0 150.1 148.4 
9 Aircraft (‘27 Cl.—100) ......... 1116.1 861.9 939.2 983.5 3 Liquor (‘27 Cl.—100) ............ 1534.5 1143.3 1173.4 1143.31 
7 Airlines (‘27 Cl.—100) ......... 1044.6 780.7 835.2 824.7 OF I sus cciistepntninabamiahids 512.8 423.9 450.0 423.91 
4 Aluminum (‘53 Cl.—100) ..... 521.3 406.6 443.1 406.6L ff DS eee 446.1 386.9 418.9 409.7 
5 Amusements ..........ccccecseeseeeee 273.0 209.3 273.0 268.5 4 Mae PERRI accocecscccersoccesss . 286.8 226.7 2348 229.4 
5 Automobile Accessories ........ 531.1 444.4 455.2 449.8 4 Mtl. Fabr. (‘53 Cl.—100) .... 208.6 156.5 158.5 156.5L 
EES OAT 157.0 104.7 129.3 104.7 9 Metals, Miscellaneous ........ 399.1 320.8 339.4 335.7 
3 Baking (‘26 Cl.—100) .......... 39.1 34.9 36.8 36.0 OP  cicicennienciisteinigitinlalaidameianis 1237.1 956.6 969.3 956.6 
4 Business Machines 1172.3 1343.5 1304.0 16 Petroleum .................. 736.9 609.0 631.6 616.6 
i 689.4 777.6 745.5 16 Public Utilities 383.1 341.6 383.1 383.1 
i | Ecos 28.9 30.0 29.3 6 Railroad Equipment ........ 99.8 85.8 87.8 85.8L 
4 Communications ..................+. 209.1 216.0 211.4 Oe RIE scinschicnettastctintensenetencins ; 70.1 57.3 58.6 57.3 
9 Construction 158.9 162.3 158.9 3 Soft Drinks 850.1 690.3 850.1 835.6 
5 Container ............ 929.0 960.3 929.0L | 11 Steel & Iron ................ seein . 464.9 363.6 390 5 381.2 
5 Copper Mining ..............:--.+-++ 298.4 311.5 308.2 0 I nienicitininnnnsnainotsintenees ; 100.9 63.0 63.0 69.5 
IID GUNN -cscentcsnsssseneseome ’ 146.8 185.4 180.8 Oe ITED <siccinitlsieniesicabitineiitaianinantaian 655.9 563.1 563.1 563.1 
5 Department Stores ..............-. 156.7 135.2 156.7 153.9 11 TV & Electron. (‘27—100) .. 119.4 96.6 1150 110.7 
5 Drugs-Eth. (‘53 Cl.—100) ..... 4747 386.8 552.7 439.5 eee ' 223.0 187.7 194.3 192.1 
5 Elect. Eqp. (‘53 Cl.—100) ..... 384.7 332.9 366.2 351.4 3 Tires & Rubber ... 255.9 196.5 204.2 196.5L 
3 Finance Companies 702.3 648.8 702.3 702.3 DS TERED ccceseereenn: 203.1 182.5 203.1 203.1 
S Feed Brandis ........0........ 481.4 419.3 481.8 481.8 3 Variety Stores 382.1 352.9 382.1 378.5 
I 270.8 250.2 252.7 250.2 14 Unclassif’d (‘49 Cl.—100) 295.1 250.1 266.1 258.2 
L—New Low for 1960. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodities moved higher in the 
two weeks ending July 15, with raw foods in the lead. Raw 
industrial materials also were higher on balance, although 
cross-currents were in evidence. Copper scrap, print cloth, 
rosin, steel scrap, tin and wool tops were higher, while cotton, 
hides and rubber declined. Foreign disturbances apparently 
influenced only those commodities that were directly affected. 
Copper, for instance was buoyed by the stoppage of output 
in the Congo. 

The broad range of commodities, meanwhile, have remained 
in a narrow range. Farm products and foods ruled a bit 
higher in the fortnight ending July 12 but the BLS index 
of all other commodities has held unchanged. In view of the 
lassitude in general business, no broad upswing in com- 
modity prices is to be expected. 


FUTURES MARKETS—Futures prices continued to trace individual 
patterns in the first half of July and no clear over-all trend 
has developed. Foreign events were responsible for rising 
sugar and copper prices while lard, wool and zinc also im- 
proved. Wheat, oats, hides, lead and rubber declined while 
corn, soybeans, coffee, and cocoa were mixed, with one 
month advancing while another was lower. 

Wheat futures declined in the two weeks ending July 15, 
with the December option losing %4 cents to close at 19], 
The Agriculture Department’s report of excellent progress 
for the spring wheat crop and indications that total output 
would run almost 20% above 1959, brought selling into the 
market. However, farmers will undoubtedly be reluctant to 
sell at prices well under loan levels and this should be an 
important stabilizing factor. 














130 
120 


110 


100 All Commodities 1 
1947-49 = 100 121 


WHOLESALE COMMODITY PRICES 









































90 120 
119 
80 118 





















70 ne 117 
60 








1954 1955 1956 1957 1958 1959 1960 


















































130 

120 THTTTTIT TTT TIT 

110 Non Farm Products 

1947-49 = 100 

100 LITT 

90 | 

80 Farm Products 
OTT Ti tTitttetl 

60 LASONDJ FMAMJJ A SONDJ FMAMJ JASON) 


1960 


1958 1959 














BLS PRICE INDEXES | Latest 2 Weeks 1 Yr. Dec. 6 
1947-1949—100 Date Date Ago Ago 1941 





All Commodities  ............0++ | July 12 119.6 119.4 119.7 60.2 
Farm Products ...ssssssos | July 12 88.8 «88.0 89.8 51.0 
Non-Farm Products. ...... | July 12 128.3 1283 128.2 67.0 


22 Sensitive Commodities .. July 15 86.60 85.2 863 53.0 


RE. ediinterencones July 15 79.0 775 784 465 
13 Raw Ind‘l. Materials.. July 15 910 90.9 92.1 58.3 
DP  sckertiiecccn July 15 93.6 926 93.7 54.6 
CP annem July 15 80.0 79.7 80.3 56.3 








MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1960 1959 1953 1951 1941 


High of Year .... 160.0 161.4 162.2 215.4 85.7 
Low of Year .... 157.0 152.1 147.9 176.4 74.3 
Close of Year .... 158.3 152.1 180.8 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





1960 1959 1953 1951 1941 
High of Year .... 148.7 152.7 166.8 215.4 84.6 
Low of Year ...... 144.5 144.2 153.8 174.8 55.5 
Close of Year .... ‘147.8 166.5 189.4 84.1 
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Steps Taken By The Rail 
Equipment Companies To 
Improve Their Position 





(Continued from page 527) 
and the stock has merit for the 
large return. 

One of the leading rail equip- 
ment parts suppliers, American 
Brake Shoe, is an excellent exam- 
ple of the progress some compa- 
nies in the group have achieved 
in broadening their interests. 
Whereas in the late 1940’s rail 
volume accounted for about 55% 
of sales, these orders currently 
comprise less than 40% of out- 
put. The company’s goal is to 
reduce this percentage to 30% by 
the end of 1970. Brake Shoe’s 
wide range of products include 
automotive brake linings, pow- 
dered metals, industrial bearings 
and various types of castings for 
industrial usage. Results this 
year have been disrupted by sev- 
eral strikes at company plants 
(all but one has been settled) 
plus the low rate of incoming 
rail orders. Thus, earnings are 
expected to dip under the $4.72 
of 1959. However, the dividend 
return is generous and the stock 
has good recovery possibilities as 
business revives. 

American Steel Foundries has 
vigorously pursued a program to 
broaden its sales base. And, while 
59% of volume is presently de- 
rived from rail equipment busi- 
ness (versus 90% a decade ago), 
other lines hold promise of pro- 
viding greater diversification in 
time. The company’s stock was 
an outstanding market performer 
in 1958-59, nearly tripling in 
value. Part of the interest in the 
issue was generated by a new 
steel process under development. 
The new technique would elimi- 
nate the rolling process in the 
production of finished steel prod- 
ucts. The U. S. Steel Corporation 
is presently exploring the adap- 
tation of the patented process. If 
proved feasible, substantial roy- 
alty income would be realized in 
time. On a near-term basis, little 
change in profits for the fiscal 
year ending Sept. 30 is likely, 
considering the current hesitancy 
in rail commitments. Speculative 
oldings may be retained. 

_ Other non-rail lines entered 
Into by rail equipment makers 
include the aluminum and fiber- 


JULY 30, 1960 





glass boat industry—by Stanray 
Corp., formerly Standard Rail- 
way Equipment. The latter has 
cut rail sales to about half of 
annual output, and since some of 
the new interests could be excep- 
tionally rewarding in time, the 
shares have speculative merit at 
current price of around 15. 

New York Air Brake has de- 
veloped a new hydrostatic trans- 
mission for off-the-road equip- 
ment. The system, which would 
replace mechanical transmissions, 
has intriguing sales possibilities. 
While lower profits are likely in 
1960, the shares provide a large 
return and, if business moves 
ahead, has a measure of long- 
term appeal. 

A vital segment of the rail 
equipment industry is the freight 
car leasing concerns. Operations 
of the major companies in this 
group differ notably from equip- 
ment makers in that results are 
considerably more stable. Thus, 
it is only reasonable to expect 
that a higher price/earnings val- 
uation is placed on the issues of 
these firms. It is also worth nct- 
ing that while the two major 
firms, namely General American 
Transportation and Union Tank 
Car, have diversified their opera- 
tions into various industrial en- 
deavors, an above-average per- 
centage of reported profits are 
from the car leasing end of the 
business. 


General American Transporta- 
tion is the dominant car leasing 
concern, renting some 65,000 
railroad cars to shippers in di- 
verse industries. While the fleet 
has expanded slowly in recent 
years, rate increases and upgrad- 
ing of cars to more profitable use, 
has resulted in steady revenue 
gains. In addition to this busi- 
ness, the company manufactures 
railroad cars for its own use as 
well as for sale to others. This 
is the cyclical end of the business. 
Other diversified interests of this 
top-notch company include plas- 
tics, nickel plating process, equip- 
ment for the cement industry, 
steel plate fabrication, etc. Sales 
this year could hit a new peak, 
and record earnings of over $3.75 
a share are in prospect. The issue 
represents a sound investment. 

The second largest independent 
car leasor, Union Tank Car, sup- 
plies some 55,000 tank cars to 
shippers of petroleum products 
and other liquid commodities. An 
intense diversification program 
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DIVIDEND NOTICE 


SKELLY OIL COMPANY 


The Board of Directors to- 
day declared a quarterly 
cash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able Sept. 7, 1960 to stock- 
holders of record at close 
of business August 26, 1960. 


LOUIS B. GRESHAM, 
Secretary 


S 


July 11, 1960 
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has broadened the sales base, but 
it has drastically altered the for- 
mer stable type operation. Com- 
pany results now vary with cycli- 
cal swings in capital goods lines, 
particularly for the oil industry. 
While 1960 profits will, for the 
third successive year, fall short 
of the record $2.64 a share of 
1957, the issue has merit for the 
large return and ultimate bene- 
fits from the newly acquired 
lines. 

Excellent sales and earnings 
records have been compiled by 
the third largest private car leas- 
ing concern, North American 
Car Corp. This has been accom- 
plished through acquisition of 
smaller car fleets, equipment pur- 
chases and increased rates. The 
well-managed company recently 
entered the in-tank bulk storage 
field as well as the renting of 
equipment for the expanding pig- 
gyback service industry. The 
shares are a sound investment. 


BENEFITS OF NEW SIGNALLING 


The rail industry has had to 
fight hard to keep up with the 
inflationary spiral of the postwar 
period. Dieselization of motive 
power provided enormous savings 
in the past decade, but this step 
is behind them. Modern signalling 
systems now offer the next area 
of substantial economies, exclud- 
ing the merger of adjacent rail 
systems. 





TEXAS GULF 
SULPHUR 
COMPANY 


156th Consecutive 
Quarterly Dividend 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capitol stock outstanding and entitled 
to receive dividends, payable September 
15, 1960, to stockholders of record at 
the close of business August 19, 1960. 
E. F. VANDERSTUCKEN, JR., 
Secretory. 














Uniteo States Lines 


Company 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable September 9, 
1960, to holders of Common Stock of 
record August 19, 1960. 


WALTER E. FOX, Speuptan 
One Broadway, New York 4, % A af 
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General Railway Signal and 
Westinghouse Air Brake’s Union 
Switch and Signal division are 
the two companies prominent in 
the signalling field. Since patents 
are pooled, competition is orderly. 
After realizing substantial orders 
in 1956 and 1957, these firms were 
flooded with postponed delivery 
dates over a good part of the two 
succeeding years. While some im- 
provement is likely in 1960, the 
business slowdown and uncertain- 
ty earlier this year of the outcome 
of rail contract negotiations will 
limit gains. 

Undoubtedly influenced by the 
happenings of recent years, Gen- 
eral Railway Signal took a major 
step towards a new field of en- 
deavor a few months ago. The 
company plans to acquire an elec- 
tric floor polisher and vacuum 
cleaning firm through an ex- 
change of stock. No dilution is 
involved for General’s earnings, 
and the move should lessen de- 
pendence on the railroads for 
new signal orders. Profits this 
year (excluding the acquisition) 
are estimated at some $2.50 a 
share, against $2.02 in 1959. 

Through its Union Switch & 
Signal division, Westinghouse Air 
Brake participates in the installa- 
tion of signalling devices for the 
rail industry. However, an ex- 
tensive diversification program 
by the parent in recent years has 
lessened the importance of this 
division, Interests range from 
military electronics (through its 
Melpar division), oil well equip- 
ment to earth-moving lines. Rail 
sales have been reduced to a third 
of annual output. The company’s 
shares moved up on the announce- 
ment that stockholders were to be 
offered a minority interest in 
Melpar, but the issue gave up 
most of the gains subsequently. 
Profits this year will be moder- 
ately above the $2.71 of 1959, 
and the dividend seems secure. 


LOCOMOTIVE BUSINESS DEPRESSED 


While the railroad car builders 
and the parts suppliers have had 
rough going in recent times, the 
past few years have been par- 
ticularly difficult for the locomo- 
tive manufacturers. The Electro- 
Motive Division of General Mo- 
tors dominates the field, with over 
80% of industry output. Alco 
Products is in the second ranking 
position. Facing up to the limited 
future in this field, the latter has 
energetically pursued a diversifi- 


cation program. However, rail 
sales are still an important part 
of the picture, and the earnings 
record of the past few years has 
been listless. Reduced profits are 
in prospect for this year, but the 
dividend probably will be main- 
tained. 

Paralleling the demise of rail- 
road passenger travel, incoming 
orders for passenger equipment 
has fallen. Newly designed light- 
weight cars have been _intro- 
duced, but orders have _ been 
placed intermittently and spar- 
ingly. Leading manufacturers are 
Pullman, ACF Industries, Budd 
Company and General Motors. It 
goes without saying that in each 
instance, passenger equipment 
sales are a fraction of annual 
output. Budd’s product line is 
mainly concentrated in the man- 
ufacture of auto components, but 
it also makes vulcanized fibre and 
laminated plastics. Profits this 
year are expected to exceed the 
$2.41 a share of 1959, an increase 
in the dividend is likely and the 
stock may be held on a specu- 
lative basis for new benefits from 
diversification. 


SUMMARY 


Rail equipment industry pros- 
pects will be determined almost 
directly by the tide of business 
this fall. Based on an upturn in 
heavy goods industry, which will 
lead the railroads and other ma- 
jor purchasers back into the sales 
columns, speculative interest in 
the group could revive. Most is- 
sues would participate in any 
near-term rally. From an invest- 
ment viewpoint, General Ameri- 
can Transportation and North 
American Car Corp. have attrac- 
tion. END 





Rocket Rattling, Profit Margins 
And Stocks 





(Continued from page 511) 


side, the existence of a bear mar- 
ket will have been confirmed. 

In summary, we must empha- 
size again the need for pursuing 
a cautious policy, since this is a 
critical point in this year’s mar- 
ket. August often is a tricky and 
ominous month. Adoption of an 
even more defensive attitude 
would be logical if the Industrials 
should break below 596 on volume 
in the near term.—Monday, July 
25. 
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1960, Earnings-Dividend 
Outlook Varies Greatly For 
Electrical-Electronic Companies 





(Continued from page 531) 


company. Although primarily a 
military contractor, Litton has 
made progress in commercial 
electronics. The recent acquisition 
of Swenska Data Register of 
Sweden gives Litton a line of 
cash registers and a foothold in 
the business machine field. 

Asquisitions have led to heavy 
debt, now totalling $29 million. 
Interest and preferred stock divi- 
dend requirements come to about 
24¢ per share. These fixed obli- 
gations could be a source of con- 
cern for a company so closely 
tied to the changing defense in- 
dustry. 

At over 45 times expected 
earnings of about $1.75, the stock 
cannot be fitted into carefully 
planned portfolios at this stage 
of the market. 


Daystrom, with an entrenched 
position in such varied fields as 
television sets, furniture and 
guided missile components, comes 
closer to offering real value for 
long term investors. Sales are 
divided about evenly between in- 
dustrial and military electronics 
leading to rising profit margins. 
In addition, financing costs were 
recently reduced when the com- 
pany called its outstanding con- 
vertible bonds. Selling at only 15 
times an estimated $2.75 per 
share in 1960, Daystrom may fit 
into businessman-risk portfolios. 
The dividend yields about 3%. 

International Telephone & Tele- 
graph is a company that has 
fascinated investors for years 
despite its poor record. The com- 
pany’s widespread empire has 
always suffered from lack of co- 
ordination among its component 
parts. European subsidiaries have 
duplicated each other’s research; 
technological inventions have re- 
mained unexploited ; and markets 
have been lost to more aggressive 
companies, such as the Dutch 
Phillips Gloelampenfabrikien. 

New management is now at- 
tempting to change all this, but 
progress will be slow and pain- 
ful. Domestic operations, which 
are purely defense work now, 
will be expanded to include 
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commercial products, but prog- 
ress is still a year or two away. 
Latin American utility opera- 
tions, though profitable, run the 
risks that became so evident in 
Cuba. (Fortunately, the most 
profitable telephone subsidiary is 
in Puerto Rico, where the risk of 
expropriation is negligible.) 

For the patient investor IT&T 
may hold long term rewards, but 
for new investors the current 
price is a generous appraisal of 
the still untried abilities of the 
new management. The $1.00 an- 
nual dividend, however, is the 
minimum expectation. 


ELECTRICAL CONTROLS PRODUCERS 


The makers of electrical controls 
have been victimized by sharply 
conflicting economic trends. Those, 
such as Square “D”, whose major 
activity is tied to the capital 
spending market. have benefited 
so far this year from the upturn 
in capital outlays. Others, how- 
ever, like Robertshaw-Fulton Con- 
trols, with operations tied closely 
to appliance sales, have been hav- 
ing troubles. 


Robertshaw has spent the last 
three or four years upgrading its 
plant facilities and now has the 
most modern productive capacity 
in the industry. Hence the excel- 
lent upswine in earnings last year 
seemed to indicate a new era of 
high profitability. The first quar- 
ter of 1960 iolted these expecta- 
tions, however. The big inventory 
build-up during the steel strike. 
followed by slow shipments of 
appliances during the winter 
months caused heavy order cut- 
backs at Robertshaw plants. The 
result was earnings of only 50¢ 
in the first quarter compared to 
86¢ in the opening three months 
of last vear. It is still too early 
to predict full year results, but 
all indications now point to a 
much slower avpliance vear than 
had been anticinated. As one of 
the leadine producers of control 
devices for home _ appliances, 
therefore. Robertshaw will prob- 
ablv not improve on last year’s 
earnings. 


Sauare “D” presents a happy 
contrast. Its product lines are 
used in industry rather than in 
home appliances. Moreover, the 
products are reauired wherever 
companies are increasing their 
use of electricitv. for whatever 
purpose. Furthermore, the com- 
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pany has just completed a mod- 
ernization and expansion pro- 
gram of its own which puts it 
in excellent position to take ad- 
vantage of the good market for 
its products. 

Earnings began to rise rapidly 
in the second quarter of 1959 
and have continued upward ever 
since. The first quarter of 1960, 
in fact, showed results of 53¢ per 
share, just about double the 27¢ 
earned in the initial period of 
1959. This year profits per share 
could rise to above $2.50 com- 
pared with $1.95 a year ago. 

At current prices the stock is 
not high on an earnings basis, 
but the $1.00 per share dividend 
does not offer much of a return. 


Cutler - Hammer has bridged 
the gap between electrical prod- 
ucts, electronic equipment and 
missiles. In electrical control de- 
vices its position is similar to that 
of Square “D”, but its Airborne 
Instruments subsidiary adds a 
kicker. 

Airborne is active in military 
electronics and missiles, but still 
only 20% of Cutler-Hammer’s 
revenues are derived from gov- 
ernment business. The rest is 
higher profit margin industrial 
business. Last year, earnings 
rose sharply to $4.31 per share 
reflecting improvements in con- 
trols margins and the contribu- 
tion of the new subsidiary. In 
1960, the $1.04 per share earned 
in the first quarter gives promise 
that final earnings for the year 
may climb as high as $4.50. 

At about 19 times expected 
earnings, Cutler-Hammer bears 
watching for possible purchase on 
market dips. The $2.50 paid in 
1959 is the least to be expected 
this year, and if backlogs begin 
to build up in the second half, 
$3.00 would not be out of line, 
although the return would still 
be low. 


APPLIANCE AND ELECTRICAL 
PRODUCTS MAKERS 


As indicated by Robertshaw’s 
performance (and also Sangamo 
Electric’s) the appliance makers 
have not had an easy time this 
year. In anticipation of the steel 
strike they stepped up produc- 
tion schedules late last year and 
loaded their dealers with goods. 
Demand failed to materialize, 
however, and dealers have cut 
their new ordering to the bone. 
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Maytag, with a long record of 
outdoing the industry, is still the 
exception. In the first quarter, 
despite a poor market for laundry 
appliances, sales scored a new 
record and earnings increased 
moderately to $1.02 per share 
from 98¢ last year. The improve- 
ment was small, but nevertheless 
the earnings were the highest for 
any first quarter in the company’s 
history. 

The future is more doubtful, 
however. Many home appliances 
have reached the _ saturation 
point. New products must be de- 
veloped and marketed, a process 
that could cut deeply in profit 
margins. The stock sells at about 
10 times estimated 1960 earn- 
ings, indicative of the problems 
the company faces. 


Sunbeam should also register 
improvement this year, largely 
because its product line consists 
mainly of small appliances, and 
not the big ticket items that are 
currently moving slowly. 

Like Maytag, the company has 
a long record of outperforming 
the industry. The recent merger 
with John Oster Mfg. Co. adds 
additional interest, since the com- 
pany is a growing factor in the 
precision instrument field. 

Earnings for the March 31, 
1960 fiscal year jumped to $3.80 
from $3.32 per share the year 
hefore. This year it is doubtful 
that the percentage gain can be 
as great. but some improvement 
to over $4.00 is likelv. Dividend 
may rise to about $1.75 this year 
if operations continue to improve. 


Whirlpool Corp. whose opera- 
tions are almost totally big ap- 
pliances suffered from the slow- 
down in demand in the first 
quarter. In addition, bad weather 
conditions throughout the coun- 
try interfered with shipments. 
First quarter earnings. therefore, 
dropped to 62¢ per share from 
794 last year. 

The company’s major outlet is 
Sears-Roebuck (62%), a factor 
that should tend to stabilize sales. 
Nevertheless, profits for the vear 
will decline from the $3.18 of 
1959. For the time being the 
newly established 35¢ quarterly 
dividend rate seems safe, but 
developments should be watched 
closely. 


SUMMARY 
Many divergent forces affect 


the electrical companies. Allis 
Chalmers, for example, is enjoy. 
ing good demand for heavy gen- 
erating equipment, but a slow- 
down in its farm equipment 
operations is hurting earnings 
growth. 

Similarly, Tung-Sol Electric is 
doing all right with its auto prod- 
ucts, but the stiff competition in 
the radio and television tube in- 
dustry is holding down margins. 

McGraw-Edison raised its earn- 
ings in the first quarter on strong 
demand for electrical power equip- 
ment, but before the year is out 
the poor market for its new laun- 
dry machinery subsidiary may 
cause trouble. 

In sum, the road to success 
in the electronics and electrical 
stocks, requires discrimination 
and adherence to traditional in- 
vestment criteria. The high-flying 
issues attract attention, but just 
a glance at some current prices 
of speculative favorites compared 
to their highs should dampen the 
enthusiasm of seasoned investors. 

Fast moving stocks travel a 
two way street. They can come 
down as fast as they go up. END 
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a new arrangement as color tele- 
vision expands. 

Warner’s earnings and rev- 
enues have been on the down- 
grade lately, despite the success 
of some of its specially produced 
television features. Hence, it is 
not surprising that it is the first 
of the majors to be talking deals 
with television distributors. Earn- 
ings this year may reach only 
$3.50 a share after $5.91 in 1959. 
However, even this performance 
is far better than the average for 
the preceding seven or eight 
years. Moreover, the rental of its 
films will further strengthen the 
company’s strong finances, which 
were bolstered last year by the 
sale of most of its real estate 
properties. 

Metro-Goldwyn-Mayer, created 
in the break up of Loew’s, is 
playing more coyly because of the 
enormous success of some of its 
recent films. “Ben Hur’ has been 
a box-office bonanza and may 
recoup more than $15 million out- 
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lay in less than two years. After 
that the estimated $100 million 
take will be gravy. 

Largely as a result of Ben 
Hur’s great success, plus the 
successful “Bells Are Ringing”, 
MGM’s earnings have climbed 
rapidly, from a deficit of 45¢ per 
share in 1958 to a profit of $2.91 
last year and an estimated $3.00 
this year. Next year, “Ben Hur” 
should be even more profitable, 
while the company should reap 
windfall profits from the re-re- 
lease of “Gone With The Wind” 
in conjunction with the Civil War 
centennial. 7 

Consequently, MGM is holding 
out its film library for the more 
lucrative pay-TV market when it 
develops. 


PAY-TV-TESTS IN CANADA 


Paramount — Pay-TV is an 
outlet for the films of most of the 
movie makers, but for Paramount 
Pictures it will also be a major 
new operation. Its 51% owned 
subsidiary, Famous Players Ca- 
nadian Corp. is now conducting 
pay-TV tests in Canada. How 
profitable this operation will be, 
once established, is impossible to 
determine, but it will obviously 
provide an attractive outlet for 
Paramount’s films. 

Paramount can use this new 
stimulant. Revenues have failed 
to grow in the last few years, and 
earnings have been on a virtual 
plateau at approximately the 
$2.60 per share level earned in 
1959. In 1960, revenues will begin 
to flow in from the sale of its old 
movies to television. By the time 
these funds are exhausted the 
new source of revenue should be- 
gin to build up. 


OTHER INTERESTS 


In the meantime, Paramount 
has developed other potentially 
lucrative interests. It owns 26% 
of Dumont Labs, which recently 
merged with Fairchild Camera; 
Telemeter Magnetic, another in- 
vestment is merging with Am- 
pex; and two other subsidiaries, 
Chromatic Television and Inter- 
national Television show promise. 
In view of these diverse earn- 
ings sources, the $2.00 dividend 
appears safe. 

Twentieth Century-Fox is also 
well spread out in interests. Its 
valuable real estate properties 
are scheduled to be developed by 
the Zeckendorf interests for $56 
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million. Oil properties now in 
operation are producing profits, 
and a televisions set and phono- 
graph subsidiary is making good 
progress. 

Theatre operations, of course, 
are a draw back, but retrench- 
ment is cutting the losses. In the 
meantime, profits from real es- 
tate operations are being used to 
repurchase the company’s stock 
in the market, indicating that 
profits in the future will be con- 
siderably higher for each share 
left outstanding. 

In the year ahead, Twentieth 
Century will probably return to 
the $3.00 per share level after a 
decline in 1959. The dividend of 
$1.60 seems to be a minimum ex- 
pectation. 


THE BROADCASTERS 


If Hollywood’s film libraries 
are a bonanza to the movie mak- 
ers, they are a God-send to the 
broadcasters. The reason is sim- 
ply that people like to watch 
movies on television, while the 
use of the films presents few pro- 
gramming or production prob- 
lems. In effect they are cheap 
and lucrative. Moreover, in most 
instances the networks are not 
faced with the problem of pur- 
chasing the films. Independents 
are happy to make that invest- 
ment and then rent the features 
to the stations. Rental may be 
more expensive in the long run, 
but it does not entail the enor- 
mous capital outlays that would 
otherwise be necessary. Further- 
more, when the $40,000 to $50,000 
rental is matched against the 
$100,000 to $500,000 cost of live 
productions, the companies are 
understandably attracted. 

The major networks stand to 
benefit the most since time on 
their air is currently at a pre- 
mium. Hence advertising re- 
venues from filmed presentations 
can become significant and high- 
ly profitable. 

Each company, of course, has 
its own problems as well as bles- 
sings, but in general things are 
looking up for the majors. 

CBS, the largest of the televi- 
sion networks, has enjoyed steadi- 
ly rising revenues and profits in 
recent years. The TV scandals 
and other troubles are incurring 
extra costs, such as the $2 mil- 
lion loss on Convention coverage, 
but overall profits will keep ris- 
ing. 

In addition, CBS gets some 


extra film benefits from the fact 
that its subsidiary, Screen Gems. 
owns the rights to scores of old 
Hollywood films, and will probab- 
ly be a major bidder for the new 
releases, 

Revenues this year should top 
the $444 million of last year, pos- 
sibly reaching $475 million. Earn- 
ings of well over $3.00 per share 
will more than adequately cover 
the $1.40 dividend. 

American Broadcasting-Para- 
mount, the largest independent 
network, will rely much more on 
filmed presentations than the 
others. Because of its weaker 
viewer position and less generous 
finances, the company has carved 
out a profitable niche by concen- 
trating its efforts on spectacular 
entertainment designed to appeal 
to the broadest possible public. 
Hence, westerns, spy-dramas, hor- 
ror films and who-done-its domi- 
nate the company’s programming. 
The idea is to appeal to all ages 
as many times a day as possible. 

Just three weeks ago, ABC 
cashed in a windfall profit by sel- 
ling back its interest in Disney- 
land for over ten times its origi- 
nal investment. However, as part 
of the deal, the network retained 
the rights to Disney programs 
which have high ratings among 
juvenile audiences. 

ABC has been successful. Re- 
venues in 1959 were almost $290 
million and net profits came to 
$1.87 per share, or close to the 
highest on record. In the year 
ahead, as revenues rise from tele- 
vision, and as losses are cut on 
theatre operations, earnings 
should climb to about $2.75 per 
share. The $1.00 dividend then 
will be a conservative payout and 
could be increased. 

THE GIANT OF THE INDUSTRY 

With Radio Corporation of 
America we bridge the gap be- 
tween the telecasters and the set 
manufacturers. RCA’s NBC net- 
work is the second largest in the 
nation and a principal source of 
revenues and profits to the parent 
company. In the past, policy dis- 
putes within the company have 
held back profit growth of the 
telecasting operation, but in the 
last two years these differences 
have been reconciled. 

Today, RCA’s revenues break 
down to 41% from commercial 
sales of products, 34% from gov- 
ernment business and 23% from 
broadcasting. In the past the lat- 
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ter produced little profit. Today, 
however, it is a different story. 

Moreover, it has to be different. 
For RCA, while distinguishing 
itself in recent years by its re- 
venue growth has been _back- 
ward in the profit column. Broad- 
casting activities were bogged 
down in disputes, set production 
suffered from the drag of the 
color experiment, and govern- 
ment operations were notoriously 
low profit projects. 

Now, however, it appears that 
profits are beginning to grow. 
They are still not as impressive 
as the company’s sales growth, 
but they are getting better. Last 
year, net profits rose to $2.59 per 
share from $2.01 the year before. 
This year, further revenue growth 
to over $1.5 billion should pro- 
duce earnings near $3.00. 

RCA is not only a major tele- 
caster, but also one of the prin- 
cipal producers of electronic de- 
vices, business machines and de- 
fense products. None of these, 
of course, are high profits items, 
a fact that makes it necessary 
for other divisions to turn out 
net income. Fortunately this is 
the case at the moment. If tele- 
vision and set sales can carry the 
ball for a few years, these other 
operations should begin to create 
good profit growth in the not to 
distant future. 


THE SET MAKERS 


RCA is a major set manufac- 
turer, but the impact on the com- 
pany’s enormous overall opera- 
tions is relatively small. For 
others, however, television sets 
are a prime revenue source. 

At the head of the list stands 
Zenith which had demonstrated 
time and again that it has the 
production and managerial know- 
how to generate profits in a field 
that has ruined many others. 
Profits have climbed impressively 
in each of the last 5 years from 
$1.83 in 1954 to $5.63 per share 
in 1959. Further growth to over 
$6.25 appears certain for 1960. 

Set manufacture, especially 
quality sets, has been Zenith’s 
trademark, but the company has 
not rested on its laurels. Its sub- 
sidiary, Phonovision, is one of 
the principal entries in the Pay- 
TV field and may well be the first 
to get the go-ahead from the 
FCC. Currently, effective tests 
are being conducted in the Hart- 
ford, Connecticut area. The out- 
come may lead to the licensing 
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of the system. If Zenith is suc- 
cessful it will get first crack at 
the post-1958 films plus numerous 
other special features. Under the 
circumstances, continued  divi- 
dend increases can be looked for. 

The other set manufacturers 
are all benefiting from the resur- 
gence in demand for sets. Admiral 
more than doubled its earnings 
last year and will make further 
progress this year. Philco scored 
equally well last year and will 
reap additional benefits this year 
from its new position as a major 
transistor and electronic com- 
ponents producer. 

Motorola with a small capital- 
ization and excellent revenue 
growth has done particularly well, 
with earnings soaring to $3.59 
per share last year. Moreover, in 
the first quarter of 1960 profits 
were $.76 per share against only 
$.68 in record-breaking 1959. 

Motorola’s recent prosperity 
from both auto radios and tele- 
vision sets has brought good news 
to shareholders. The dividend was 
recently raised 33% to 25¢ per 
share quarterly on each of the 
newly split shares. Further in- 
creases are possible in the near 
future. 


SUMMARY 


Just as in many other indus- 
tries, diversification now charac- 
terizes the set makers opera- 
tions. Thus Hoffman Electronics 
and Magnavox, both successful 
producers of high quality tele- 
vision sets are now firmly en- 
sconced in the defense program. 
Sylvania no longer has an inde- 
pendent existence, but as part of 
General Telephone & Electronics 
its helps comprise one of the 
countries major industrial elec- 
tronics enterprises. 

Apparently the companies do 
not intend to be caught again in 
the position they were in when 
the last television boom died. To- 
day they are using their new 
found profits to build up other 
operations that will keep their 
capital profitably engaged wher 
the next television lull develops. 

END 
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accelerating as the year ended. 
This year should show further 


progress. Each of the company’s 
divisions, except for farm equip. 
ment which comprises only about 
9% of revenues, is on the up- 
grade. Defense business has al- 
ways been strong and will get 
better as the company’s long es- 
tablished reputation for guidance 
systems leads to more and more 
missile contracts. This business, 
accounting for almost 50% of 
revenues, generates low profits, 
but it is steady. 

As commercial outlets for elec- 
tronic components expand, and 
as business machines begin con- 
tributing to earnings, Sperry’s 
profit growth should match the 
promise it has held out for so 
many years. 


Pitney-Bowes, as the leading 
producer of postage machines is 
in a little different category than 
the other business machine com- 
panies. Its product is unique and 
it dominates its field. Neverthe- 
less, new competition from elec- 
tronic devices could alter the 
company’s position considerably. 
The movement in business is to 
complete systems, such as those 
now being used in the banks, and 
postal operations should fit right 
within that framework. 

As a result, the company has 
entered the electronic field itself, 
seeking to develop new products 
to protect its position. Of equal 
importance, however, has_ been 
the concentrated program to 
tighten up operations, lowering 
costs and producing greater prof- 
its. 

This year should tell the tale. 
Four years of plant moderniza- 
tion and the development of 
central costs control have now 
been completed and should lead 
to greater profits. For the last 
four years the earnings trend has 
been flat at around the $1.01 per 
share figure shown last year. In 
1960, per share net should jump 
to about $1.25, even after the 
additional 200,000 shares that 
were sold to raise working capi- 
tal. The current 60¢ dividend, 
however, is about all that can be 
expected for now. 


STRUGGLING SMALLER COMPANIES 


The large companies with their 
huge resources have had a hard 
time keeping up with IBM. The 
smaller business machine com- 
panies have found the task al- 
most hopeless. 

Underwood has left the field 
completely, preferring to attempt 
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a recovery by sticking to type- 
writers and other conventional 
machines. Its recent tie-in with 
Olivetti, a major Italian company 
will broaden the company’s prod- 
yct line and provide more aggres- 
sive management, but large prof- 
its are still some years away. No 
resumption of dividend is to be 
expected this year. 

Royal McBee has sought an- 
other way to solve its problems. 
It joined forces with General Pre- 
cision Equipment to form Royal 
Precision Corp. This company, 
fnanced by both parents, is at- 
tempting to develop data ma- 
chines to be merchandised by 
Royal McBee. 

Despite the sharing of the 
costs, however, Royal’s profits 
have been severely punished by 
its electronics operations. From 
$2.68 per share in 1957, the com- 
pany incurred a deficit of 5 cents 
the following year, and earnings 
only came back to 62 cents per 
share last year. The strong de- 
mand for conventional machines 
should add to profits in 1960, but 
per share results will still be un- 
der $1.50. It is doubtful, there- 
fore, that dividends will be re- 
sumed in the near future. 

Smith-Corona, also unsuccess- 
ful in breaking into the expensive 
business machine field, merged 
with Marchant Calculator, a ma- 
jor producer of desk-sized calcu- 
lators. After the initial merger 
pangs profits began to grow, and 
may reach $1.00 per share this 
year, compared to 30¢ in 1959. 
Nevertheless, there is little like- 
lihood that dividends will be 
resumed. 

FINANCIAL PROBLEMS 

The dividend woes of the last 
few companies discussed, point 
up the serious financial problems 
of the entire industry. The 
larger companies, with greater 
resources have maintained their 
payments, but the financial drains 
have been severe. Hence, the 
market’s generous appraisal of 
many of the stocks is a bit starry- 
eyed. Investor’s eyes are on the 
future, but in many cases their 
high-flying stock commitments 
represent companies in serious 
financial straits. It may well be 
that the ultimate results will be 
worth the pain. But any industry 
that requires so much expense 
Just to keep heads above water 
must be considered highly specu- 
lative, END 
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consumer demand will continue 
to provide an underlying con- 
structive force in our economy in 
the years ahead. Two questions 
which this raises are: 

(1) How will the continua- 
tion of the rising consumer de- 
mand for goods and services 
influence the fortunes of vari- 
ous types of companies and 
their outstanding shares? 

(2) Is it possible to keep a 
finger on the pulse of consumer 
demand in order to detect 
quickly any changes which may 
be in the making? 


INDUSTRIES AND COMPANIES 
INVOLVED 


& With respect to the first 
question, the seemingly obvious 
answer is that companies provid- 
ing consumer goods and services 
should be benefitted most by a 
continued rising level of consumer 
income. Such companies as chain 
stores, food companies, tobacco 
companies and public utility 
companies providing consumer 
services should be in the best 
position to expand their volume 
of business as personal income 
and consumer expenditures con- 
tinue to rise. There are indica- 
tions, however, that sharply ris- 
ing labor costs and increasing 
price competition currently are 
offsetting some of the advantages 
accruing to certain of these in- 
dustry groups from higher levels 
of personal income. 


The higher wave costs which 
contribute to gains in personal 
income also appear as expense 
items in the income statements 
of such groups as the chain 
stores including First National 
Stores, Great Atlantic & Pacific 
Tea Company and Safeway 
Stores. 

At the same time, other groups 
with somewhat lower labor fac- 
tors have enjoyed the beneficial 
effects of increased demand for 
their products and services with- 
out the offsetting sharp rises in 
expenses. The public utility com- 
panies and the tobacco companies 
seem to fall into this category. 
Electric utility operating com- 


panies owe a substantial part of 
their gains in earnings and in 
investor regard over the last 
several years to the steady rise 
in consumer demand for their 
services, 
ATTEMPTS TO FORECAST 
CONSUMER DEMAND 


Consumer demand is difficult to 
forecast since in its early stages 
it is largely psychological and is 
represented by what may be 
termed “intention to buy’. How- 
ever, the University of Michigan’s 
Survey Research Center since 
1951 has been publishing surveys 
several times a year, entitled 
“Consumer Attitudes and Incli- 
nations to Buy”. These surveys, 
somewhat akin to the Gallup Poll, 
are based upon a sampling pro- 
cess. A nationwide cross section 
of about 1400 adults, selected by 
probability methods, are inter- 
viewed on a quarterly basis. As 
charted for the period 1955 to 
May 1960, consumer attitudes ap- 
pear to have moved more closely 
in line with durable goods sales 
than with total personal dispos- 
able income. The latest survey for 
May 1960 indicates a decline in 
consumer optimism this Spring 
following a revival of strength 
after settlement of the steel 
strike. Last year there was an 
upsurge in optimism in the first 
half of the year followed by a 
weakening in confidence during 
the steel strike. The May survey 
states that we are currently in a 
period of “rapid fluctuations of 
sentiment.” It is difficult to de- 
termine how today’s condition of 
sudden changes will affect the 
consumer. The safest course to 
follow would seem to be to rely 
on the actual figures of consumer 
income and expenditures as they 
are published. To date, such fig- 
ures appear to indicate continuing 
strength, subject to the qualifica- 
tion that all lines are not moving 
in the same direction at the same 
time. 


TO DATE 


The generally high and ex- 
panding level of income to indi- 
viduals, providing the basis for a 
strong consumer demand for 
goods and services, has been a 
major element of strength in the 
nation’s postwar economy. It con- 
tinues to bid fair to be a factor 
of strength in the future. This 
has not meant that recessions 
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have been avoided during the 
1947-1960 period. However, an 
examination of postwar cyclical 
developments indicates that the 
recessions occurring in 1948-49, 
1953-54 and 1957-58 were mild. 
They were moderated in large 
measure by the continuing up- 
ward movement of disposable 
personal income and consumer 
expenditures. This has been par- 
ticularly true with respect to the 
demand for consumer nondur- 
ables and services. While con- 
sumption of durables has been 
fairly sensitive to recessionary 
tendencies in the economy, the 
other elements of consumption 
expenditures have held up well. 
If we are in for another reces- 
sionary period in the near future, 
it is probable that the set-back 
would again be moderated by the 
strong basic forces of expanding 


personal income and consumer 
expenditures for goods and 
services. 


Despite drops in national out- 
put on the order of 2% from peak 
to trough in the 1948-49 set- 
back, 4% in the 1953-54 recession 
and 514% in the 1957-58 down- 
turn, personal income and con- 
sumer expenditures held up well 
in each instance. Lacking any 
substantial body of evidence to 
indicate that the basic factors 
operating in our national econo- 
my have changed or are about to 
change, it is reasonable to con- 
clude that future cyclical move- 
ments will again be moderated by 
the broader base of income dis- 
tribution which has evolved in 
postwar America. END 





Significant Changes 
In Defense Budget 





(Continued from page 518) 


some time this month. The Ad- 
ministration itself recommended 
a $153 million Polaris increase. 

Another General Dynamics 
subsidiary, Canadair, stands to 
gain from the budget changes. 
Canadair produces the CL-44 
cargo aircraft, about the only 
plane on which. Congress and the 
Air Force see eye-to-eye for in- 
terim procurement of extra car- 
go capability. The CL-44 may 
share with Lockheed’s C-130E, 
the $200 million provided for 
“airlift modernization.” 
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> “Airlift modernization,” al- 
though funded by the Air Force, 
is largely for the benefit of the 
Army. The Army’s own moder- 
nization program also received a 
boost from Congress, in the form 
of an extra $162 million added to 
the President’s request for Army 
procurement of missiles and 
equipment, ® In appearances be- 
fore Congressional committees, 
top Army officials made no bones 
of their dissatisfaction with an 
allegedly ‘“‘minimum”’ funding 
program for guns, tanks, vehicles, 
missiles, and aircraft. They told 
sympathetic legislators that an- 
other billion dollars should do it, 
and submitted a “shopping list” 
of priority items that came to 
$928 million. 


THE SHOPPING LIST 


Congress turned out to be not 
quite that sympathetic. Forty- 
two million dollars was cut from 
the original request by virtue of 
the 3 percent across-the-board 
procurement reduction; $162 mil- 
lion in bona fide new money was 
added; and the Army was direct- 
ed to use reimbursement money 
from the military aid program, 
which could amount to anything 
from zero to $120 million, to fur- 
ther the equipment moderniza- 
tion program. 

If the Army follows its “shop- 
ping list’ priority schedule, the 
extra money will go for conven- 
tional weapons and equipment 
such as the new 7.62 mm rifle 
($14 million, Winchester): the 
M-113  aluminum-armored per- 
sonnel carrier ($18 million, Food 
Machinery & Chemical); the new 
175 mm mobile gun ($17 million, 
Pacific Car & Foundry); the M-60 
medium tank ($45 million, Chrys- 
ler); night-fighting equipment 
for the tank ($20 million, Perkin- 
Elmer, Wollensak Optical); and 
Iroquois transport helicopters 
($20 million, Bell Aircraft). Fur- 
ther down the list are missiles, 
other aircraft and weapons, and 
$100 million worth of tactical 
wheeled vehicles. 

The 3 percent procurement cut 
was levied by Congress to jolt 
the DOD into improving its pro- 
curement practices, and there 
will undoubtedly be some tighten- 
ing up in contract procedures as 
a result. There is deep resent- 
ment at the Pentagon over this 
budget slash and pending restric- 
tive legislation on procurement, 
since top officials attribute these 


moves in large measure to cop. 
tinued repetition of charges base; 
primarily on General Accounting 
Office investigations of conditions 
several years old. Be that ag i 
may, the cut will serve to put q 
further squeeze on programs 
with less than top priority, whieh 
are already being squeezed wp. 
der the “level budgeting” con. 
cep. 

For instance, Navy procure. 
ment of aircraft and missiles, 
already at an austere point as 
far as aircraft are concerned, 
will be reduced by about $66 
million, and the shipbuilding 
account by about $69 million, 
Air Force procurement of air- 
craft receive a $100 million cut, 
and missiles, over $80 million. 
Rep. George Mahon (D-Tex.), 


chairman of the House Defense Ap. | 


propriations Subcommittee and 
one of the leading proponents of 
the 3 percent cut, acknowledged 
earlier this year that such redue- 
tions in the past have led to cut. 
backs in programs with no ac- 
companying improvement in pur- 
chasing practices. 


The Titan — Some programs 
that were shaky in the original 
budget submission have managed 
to squeak by. There was consider- 
able agitation in some Congres- 
sional quarters over continuation 
of the Titan missile, being de- 
veloped by Martin Co. But ap- 
proval of the President’s budget 
request for this project gives the 
green light to the extensive “up- 
grading” program for Titan, in- 
volving the use of storable fuel 
and all-inertial guidance to per- 
mit instant firing from under- 
ground launchers. Food Machin- 
ery and National Distillers are 
producing the fuel in a joint ven- 
ture, for use in an improved en- 
gine by Aerojet that will extend 
the range and destructive capac- 
ity of the huge missile.. 

Aircraft Carriers — A new 
conventionally-powered aircratt 
carrier sought desperately by the 
Navy was also touch-and-go dur- 
ing the budget debates, but final- 
ly passed with strong Senate sup- 
port. The 3 percent procurement 
cut was part of the quid pro quo 
the Senate paid for retaining the 
$293 million carrier, which had 
been scrapped in the House ver- 
sion of the money bill. If the 
Navy follows its usual “rotation” 
principle on aircraft carrier con- 
struction, the new ship will be 
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Special Bonus Offer 





526 1/2 Points Gain Qn Our 21 Stocks 
With Profitable New Selections To Come 


SOUND PROGRAM 
FOR 1960-61 


A FULLY ROUNDED SERVICE 
For Protection — Income — Profit 


Program 2 — Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Program 3 — Sound stocks in medium and lower- 
priced ranges to be recommended 
at under-valued prices for sub- 


stantial gains. 
Projects the Market . . . Advises What Action to 
Take . . . Presents and interprets movements by 


Industry of 46 leading grovps comprising our 
brood Stock Index. 
Supply-Demand Barometer . . . plus Pertinent 
Charts depicting ovr 300 Common Stock Index 
100 High-Priced Stocks . . . 100 Low-Priced 
Stocks; also Dow-Jones Industrials and Rails 
from 1953 to date. 
Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 
Telegraphic Service . . . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Palitical and Legis- 
lative Trends. 
Weekly Business Review and Forecast of vital 
happenings as they govern the outlook for busi- 
ness and individual industries. 














Our audit of our 64% invested position on May 26 showed 
52614 points profit available, over and above any losses, from 
our original buying prices. The sound issues in our open 
position include backlog stocks that have been spurred by 
stock-splits over the past year as well as equities which have 
been making their appearance in the daily list of new highs, 
for example: 
% Gain % Gain 
American Chicle 164.7% Pac. G & E 84.2% 
American Tobacco 33.2% Reynolds Tobacco 131.0% 
Beech Aircraft 181.2% Southern Pacific 33.3% 
Ist National Bank 23.0% Southern Railway 293.4% 
Intl. Tel. & Tel. 377.0% Sperry Rand 164.7 % 
In addition we have been advising retention of a 34% cash 
reserve throughout the first 5 months when the Dow Industri- 
als registered a 64 point drop. The Forecast advised subscribers 
to defer new commitments temporarily awaiting our selection 
of unusual values. 

We have every confidence that the impressive gains our 
advices have built up will be greatly increased when we give 
the buying signal for rare new opportunities which will 
emerge from the market correction. 

Therefore, we are extending a SPECIAL BONUS OFFER 
OF EXTRA SERVICE to encourage you to join The Fore- 
cast now when it can be most rewarding in helping you to 
put your investment house in order—and to share in our 
1960 programs from their inception, when profit potentials 
are usually the greatest. 

SUPERVISED ADVICES — TIMELY AND DEFINITE 

Enroll now to receive all our coming recommendations 
as we release buying advices. Once you buy them you will have 
the security of knowing that we will advise you from week to 
week in our bulletins just how long each stock should be re- 
tained—when to take profits and where and when to reinvest. 

This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt. 

Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which to sell to be ready for coming 
opportunities as we point them out to subscribers. 
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built at a naval yard, probably 
Norfolk, rather than by a private 
shipbuilder. 

Finally, it should be noted that 
there are probably more provi- 
sions for Aexibility in the 1961 
budget than in any previous de- 
fense appropriation of recent 
years. These include (1) permis- 
sive authority for the President 
to incur deficiencies to accelerate 
preparations for an airborne a- 
lert; (2) continued use of a $150 
million Emergency Fund by the 
Secretary of Defense to exploit 
technical break-throughs; (3) an 
additional $150 million in trans- 
fer authority to step up missiles 
and also, new this year, space 
satellite programs, with money 
from lower priority projects; (4) 
an extra $100 million which can 
be used for either the B-70 or 
interceptors; and (5) $50 million 
which can be used for R. & D. on 
space satellites or the mobile ver- 
sion of the Minuteman ICBM. 

END 





Which Commodities To Feel 
Brunt Of Russian Economic 
Warfare? 





(Continued from page 514) 


works in reverse. Russia and 
China could probably export a 
much larger quantity of certain 
metals than they do. But this 
would hurt the underdeveloped 
primary producing nations, many 
of which live almost entirely off 
their metal exports. Hence, to 
avoid alienating friends and neu- 
trals, Russia and China are cur- 
rently willing to fit their exports 
of these items into the general 
world market pattern. (They 
have not done so in the case of 
oil, because oil prices are not sub- 
ject to sharp short-term fluctua- 
tions.) 

But this was not always their 
policy. In 1957-58, the Soviet 
Bloc poured substantial quanti- 
ties of aluminum, tin, zinc, plati- 
num and other metals into West- 
ern markets, already weakened 
by internal slumps. In retrospect, 
it appears that the prime reason 
for these sales was a Soviet de- 
sire to dispose of temporary 
surpluses for needed exchange, 
rather than to establish markets 
in the West. Soviet tin shipments, 
for instance, in the beginning 
were mainly of Chinese origin, 


556 


sent in payment for Soviet capi- 
tal goods. Having no use for 
these huge supplies, they dumped 
it on the Western market. But 
when Bolivia, Malaya, Thailand, 
Indonesia and Nigeria sharply 
protested against this disruption 
of the world tin market, Russia 
indicated its willingness to co- 
operate toward maintaining price 
stability. Though it refused to 
join the World Tin Council, it 
did agree to limit its tin exports 
to the West to 13,500 tons in 1959 
and again in 1960. Actual ship- 
ments so far have been far short 
of the voluntary limitations. 

Russia’s amiability in its tin 
export policy was a result of 
British pressure, and not neces- 
sarily a sign of its general will- 
ingness to abide by Western trade 
rules. Tin exports dropped off 
when the Soviet surplus disap- 
peared and are currently low be- 
cause the Soviet Bloc’s export 
potential is low, probably not 
much more than 10,000 tons. 
Therefore, dumping by Russia is 
very remote. Besides, she could 
not use it against the United 
States, which imports tin and 
benefits from lower prices. 

In the case of aluminum, 
Soviet dumping a couple of years 
ago was said to have been done 
largely to dispose of surpluses in 
that metal, built up after the 
shiftf rom aircraft to missile pro- 
duction had taken place. Most of 
the dumping occurred in Britain 
where it seriously hurt Canadian 
aluminum suppliers. After Brit- 
ain threatened to take anti- 
dumping measures, the Russians 
agreed to a specified share of the 
UK market, but not until they 
had caused a 2¢ per pound reduc- 
tion in world prices. 

Under the current seven-year 
plan, Russian aluminum produc- 
tion is scheduled to more than 
double its 1958 output by 1965. 
The chances are, therefore, that 
Russia will stay in the aluminum 
export market for good. Whether 
it will repeat its 1957-58 dump- 
ing practices is obviously not 
subject to prediction. But, if Brit- 
ain and the other principal alumi- 
num importers take the same firm 
stand as they did previously, any 
Soviet disruptive activity would 
be quite limited in scope. 


RUBBER: Rubber is one of 
the few primary commodities 
which the Soviet Bloc must buy 
abroad, since it has little of it at 
home. Soviet planners are well 


aware of this weakness in theif 
endeavor to become totally inde 
pendent of all non-Communist 
economies. They are, therefore, 
pushing a large-scale develop. 
ment program for synthetic rub 
ber. It is estimated that by 1965 
the USSR will be able to produce 
1.5 million tons. After that the 


importance of natural rubber im) 


ports will greatly decline. Curl 
rently, Soviet rubber purchases 
are rather sporadic and made 
without advance notice. This 
means that whenever the USSR 
or Red China enters the world 
rubber market they are bound to 
cause a brief disruption. But, on 
the whole, Russia and Red Ching 
are not expected to deliberately 
upset the rubber market, becaus 

they would be hurting themselve 


IN SUM 


Before concluding, a wo 
should be said about Soviet pri¢ 
policies. As the Economist of Lon 
don recently pointed out, “in th 
Soviet economy, in a sense, 
products are joint, and any wi 
be sold abroad at whatever pri¢ 
may seem to the State planne 
to ‘maximize the net return’ a 
the whole Soviet industrial effort. 

In concrete terms, this mean 
that Russia needs capital equip 
ment from the West to develo 
its own industry. Whatever it 
produce for export will be worth 
while under these circumstances. 

No relevancy exists between 
managed internal prices of a So- 
viet commodity and its export 
price. To some extent, the Rus- 
sians are willing to use world 
market prices as a bench mark 
for setting their export prices. 
That means they are unlikely to 
dump goods at prices very far be 
low those prevailing in the West. 

On the other hand, “shading” 
Western prices, i.e., underselling 
them by just enough to take the 
business away from Westert 
firms, is a favorite Soviet trade 
practice. But since it is not ex 
actly unknown in the West, there 
is no reason to doubt that well 
informed, shrewd Western busi- 
nessmen can cope with Sovie 
competition. END 
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